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5,500 Aerial Torpedoes for Uncle Sam from 
Steel Conserved by Preformed Wire Rope 





*% Preformed wire rope can help you meet emergency production demands 
because if wears longer than ordinary or non-preformed cable. Lasting 
longer, it reduces machine shutdowns for replacement. And that steadies 
production—makes man and machine hours more productive. In addi- 
tion, preformed wire rope is easier, faster, safer to handle. It saves both 
time and money. 












yx Now there is another reason for using preformed wire rope. Through its 
ability to last longer, it conserves steel for other National Defense require- 
ments. Indeed, the steel conserved by the use of long-wearing preformed 
wire rope, in 1941 alone, would be enough to fabricate more than 
5,500 aerial torpedoes. 


* Preformed wire rope is an essential to American industry—a necessity 
for the Nation. 


PREFORMED WIRE ROPE 


Ask Your Own Wire Rope Manufacturer or Supplier 
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News Dail the Mews 


U. S. PLANTS: A THREAT?................ ts 
Uncle Sam is building a gigantic holding 
corporation with John Public’s dollars. 
Result is that the people have a vast dol- 
lar stake in wartime steel, aluminum, ma- 
chine tool, chemical, airplane engine, elec- 
tric power, rubber and tin plants. The im- 
plications are as immense as the invest- 
ment . . . What is happening to private 
industry? . . . What will happen after the 
war? The answers are in this exclusive 
analysis. 


AMERICA’S SUPPLY CHIEF.............. P.9 
Politicians’ squabbles almost kept the peo- 
ple of this country from getting the con- 
tinued services of crack supplyman Donald 
Nelson. But things happened, as this story 
behind the story reveals. Here is a close- 
up view of the man, what he thinks, how 
he works. 


NEW AIR LIFELINES...................... P. 10 
Americans know that they can and are 
turning out an increasingly larger flow of 
warplanes. But making a warplane, and 
getting it to the distant battlefronts are 
quite different problems. Here is an article 
which really explains what’s back of to- 
day’s headlines. 


EXPANDING SOCIAL SECURITY....P. 12 
The whole Social Security program is des- 
tined to play a major part in the over- 
all war program. The tentative White 
House program for boosting pay-roll taxes 
and upping benefits is revealed in this 
article, as are the issues in the coming 
fight over federalizing job insurance. 


CIVILIAN DEFENSE MUDDLE.......... P13 
Mayor La Guardia really has laid the 
groundwork for a workable civilian defense 
organization. Then why the squabble on 
Capitol Hill? Why the recent shake-up in 
command? A behind-the-scenes account of 
what has been done and what must be 


done clears up many puzzling questions 
now disturbing millions of air-raid-con- 
scious citizens. 


TRUS CRRUIAAIN CEO ocscccccccszceccenes P.14 
Senator Truman’s defense investigation 
has just about blown the roof off many a 
Washington building. The report minces no 
words. It names names, it details waste, 
inefficiency and bungling in Democracy’s 
arsenal. A “spot analysis” of the report re- 
veals many important points barely touched 
on in the “spot news” accounts. 


THE WAR EFFORT TODAY.............. P. 20 
Production for war on paper is one thing 

Production as measured by actual 
work is another. This week’s Pictogram 
tells the story. 


THE MARCH OF INDUSTRY............ P. 28 
One of the sleekest power plants in Amer- 
ica’s fighter planes is the liquid-cooled en- 
gine. Right now a vital chapter in the his- 
tory of aviation is being written as the 
production rate of these bulletlike motors 
begins to skyrocket. 
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Extending the Blacklist to Europe 


Rationing. Government control of both 
raw materials and finished products con- 
tinues to grow. Civilian consumers, whose 
whims once called the tune for whole in- 
dustries, get short shrift and second serv- 
ice in the new war order. 

Pulp and paper: The pulp and paper in- 
dustry is the latest to feel the effect of ra- 
tioning. In the first action of its kind, but 
not the last, all sulphite paper pulp pro- 
ducers were ordered to allocate a portion 
of their monthly output to help supply 
regular customers of three competitors. 
Those competing mills are now using part 
of their facilities to produce nitrated pulp 
for explosives. The paper manufacturers 
dependent on those three mills could not 
buy pulp directly because market supplies 
were completely covered by existing con- 
tracts. 

Passenger cars: The general order pro- 
hibiting sales of new passenger cars was 
extended until February 2.) Price Admin- 
istrator Leon Henderson announced ten- 
tative details of the program for passenger 
‘ar rationing. Same local committees that 
are handling tire rationing will dole out 
auto purchase certificates. Purchases made 
on or before January 2 will be exempted 
from the rationing program, but no de- 
liveries on such orders will be possible un- 
til after February 2. Part of the January 


production of new cars will be stockpiled- 


in dealers’ showrooms. Dealers will be 
emaponeaies for the storage. 

Textiles: The Office of Production Man- 
agement telegraphed orders to 475 mills, 
dealers and jobbers representing the na- 
tion’s entire capacity for the manufacture 
of cotton duck, requesting them to accept 
no contracts except saring A-] 
priority rating. 

Sodium nitrate: 


those b 


Allocation of sodium ni- 
trate—used in manufacture of glass and in 
agriculture fertilizers—was announced, ef- 
fective February 1. 70 per cent 
of the national requirement is imported 
from South America and lack of shipping 
space may interfere with deliveries. 


The reason: 


Price control. House and Senate lead- 
ers worked over the conflicting versions of 
price-control legislation passed by the two 
branches of Congress. The President told 
a press conference that the Senate version, 
if enacted, would compel inflation because 
it would permit farm prices to rise to 120 
per cent of parity before any price ceiling 
could be imposed. Assistant Attorney Gen- 
eral Thurman Arnold warned that price 
legislation might encourage conspiracy to 
evade it. 
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THE WAR WEEK 


Day-by-day record of American war 


activity from official U.S. announce- 
ments: 
Jan. 10: Intensive patrolling and artil- 


lery duels on Luzon; heavy enemy rein- 
forcements being brought up. 


Jan. 11: Japanese attacked northwest of 
Manila with tremendous force; attack re- 


pulsed with heavy enemy losses . . Bomb- 
ing of Manila Bay forts resumed . . . Army 
bombers again attacked Japanese naval 


concentration off Davao, scoring direct hit 
on a battleship . . . Naval station on Sa- 
moan Islands shelled by small vessel. 


Jan. 12: Heavy artillery battle in prog- 
ress along entire Luzon front . . . Enemy 
air attacks continue. 

Jon. 13: Continuous artillery fighting 


has proved superiority of American’ and 
Philippine batteries; columns of enemy 
tanks and armored units shattered with 
heavy Japanese losses; eleven hostile bat- 
teries silenced. 


Jan. 14: Enemy reconnaissances in force 

. . Three American bombing planes, co- 
operating with forces of the Netherlands 
Indies, attacked a Japanese naval force in 
Tarakan area of Borneo; two enemy light- 
ers destroyed. 


Jan. 15: Two out of nine bombers shot 
down in attack on Corregidor ... Aggres- 
sive enemy ground activity continues: al- 
| though greatly outnumbered, American 
| and Philippine troops holding well-pre- 
| pared positions ... A 17,000-ton Japanese 
merchant ship sunk by American subma- 
rine ... Menace of enemy submarines off 
the East Coast of the United States re- 
mains substantial. 





| Jan. 16: Ground fighting continues all 
along Luzon front; enemy shock troops 
attempting infiltration; attack planes and 
dive bombers used incessantly by the Jap- 
anese ... U.S. Asiatic Fleet reports sink- 
ing of five enemy vessels, including two 
large transports ... Navy confirms a sec- 
ond merchantman, an Allied ship, was 
presumed sunk off Long Island. 








Tron and Steel: Price Administrator 
Henderson announced creation of a new 
staff of Government inspectors to check 
incoming scrap shipments for grade. In- 
spectors will try to halt a tendency to “up- 
grade” scrap as a means of evading price 
restrictions. 

Lead: To increase production of lead, 
the price ceiling was pushed up from 5.85 
to 6.50 cents a pound at New York with 
corresponding increases in other markets. 
The Government program also includes 
payment by the Metals Reserve Co. of 
premium prices substantially higher than 
the ceiling for any production in excess of 
quotas based on 1941 production. 

Cigarettes: Mr. Henderson amended the 
price schedule to allow manufacturers of 
10-cent brand cigarettes a price rise of 10 
cents per 1,000. Consumers are not expect- 
ed to be affected by the adjustment. 





of the NCIS 


Pooled Deliveries of Paper Pulp... Widespread Salvage Plans... 


Increased Import Control 
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Tires: Major tire companies voluntari 
withdrew price increases on farm machip. 
ery tires at the request of the Price Adnmip. 
istrator. Sales since January 1 are to ly 
rebilled at Mr. Henderson’s suggestion, 


Plant conversion. A joint management. 
union committee to assist in planning th 
changeover of the auto plants to full we 
production was set up by the Office of Pro. 
duction Management. Cyrus S. Ching, for. 
mer vice president in charge of labor nr. 
lations for the United States Rubber (Co, 
was picked as chairman. The seven-ma 
committee held its first meeting at De 
troit, where its members agreed upon a 
nine-point program on which to base ¢. 
plorations and recommendations. 


Imports. Hides and skins, asbestos fron 
South America, copra and coconut, palm, 
tung and rapeseed oils were added to the 
list of commodities the iennitina af 
which is restricted to Government agencies, 
All supplies of these commodities now 
afloat must be sold to the Government! 





Foreign trade. Sweden, Turkey, Switz 
erland, Spain and Portugal felt the stin 
of economic warfare as the United States 
added 1,800 individuals and companies to 
its blacklist. Their offense: doing busines 
with Germany, Japan or Italy. This actin 
by the State Department brought to a 
most 5,000 the number of firms and i 
dividuals in Latin America and Europ 
with which Americans no longer may et 
gage in business or financial transactions 


Alcohol. The Senate passed and sent to 
the White House a bill authorizing ds 
tillers to produce industrial alcohol in the 
same plants where they distill alcohol fo 
The bill also would per 
mit distillers to operate on Sundays. 


beverage purposes. 


Little business. The Treasury Procure 
ment Division, civilian purchasing agency 
for the Government, announced establish- 
ment of a special section to assist the “lit 
tle man” in obtaining Government nor 
war contracts. 


Conservation. OPM opened a program 
to mobilize the nation’s 1,700,000 retal 
stores in a continuing drive to  salvag 
materials. Merchants were asked to save@ 
waste paper, a — old rags, rub 
bers and other salvageable materials. Agr 
culture Sieusteunt passes farmers ald 
stockyard operators to conserve _balitt 
wire. 
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Newsqvata 


War in 1942 will begin to cut deeply into U.S. lives. 

A comfortable idea is spreading that this war may be phony; that it's far 
away and pretty much an air and naval affair. 

That's a wrong idea. The present letdown after the first flash of defeat 
for U.S. is misleading, is temporary. 

Actually: 3,600,000 men will be in the Army by the year end. The draft is 
to take 1,900,000 in months just ahead. About 1,000,000 men will be overseas 
by the year end; will be fighting in many far corners of the earth. 

Even that is just the beginning. The Navy and Marine Corps will be after 
large numbers of men. And: Next year the Army will continue its big expansion. 

Present is just the lull while the U.S. gets set for fighting. 


2201 M Street, N. W. 
Washington, D. C. 

















How the new draft of men will work is about like this..... 

In the group already registered: About 1,000,000 men will be taken during 
1942. About 700,000 will come from 21-28 age group; 300,000 from 29-35 group. 

In the 18-to-2l group to be registered: About 900,000 will be taken from 
the 20 and 2l-year-olds. Those under 20 are not subject to service. 

This means: The 1942 army will be built largely of youths to register for 
the first time and of those in the age group already registered and classified. 

But: That doesn't mean that all now deferred will stay deferred. 

Those with dependents: Individual situations will be re-examined. Those 
with working wives will go into 1-A. Later: Those with wives capable of working 
will probably go into 1-A. Recently married men may be classified for service. 

Those with physical defects: New standards are to apply. Many now placed 
in 1-B class because of minor defects will be placed in 1-A for service. 

Those with occupational deferment: A restudy is being ordered. Many who 
previously were exempt because of their special jobs now will be called. 

Those in 36-44 group: About 7,000,000 will be registered. Of these, ap- 
proximately 400,000 are expected to be called for service, a small proportion. 

Prospect is for steadily rising Army-Navy demands for men as the war goes 
on. Counting volunteers, there probably will be nearly 5,000,000 under arms by 
next January; 10,000,000 one year later. That's to be a strain on man power. 


























In the war itself, decisions appear to be these..... 

First, to center most effort on Hitler, to continue large-scale aid for 
Russia, to concentrate men and materials in Africa and the Middle East, to try 
to save the Mediterranean and to keep Hitler from breaking into the Atlantic. 

Second, to hold Japan in check as far as possible, to fight hard for the 
Dutch East Indies, to build impressive strength in Australia, to Continue aid 
for China. But: To regard this war theater as secondary for the time being. 

Idea seems to be that, if Hitler can be defeated, Japan will be easy. 

However: There probably isn't an instance in history, unless it was France, 











(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


where a nation's leading military and naval officers so far underestimated an 
enemy as those of the United States underestimated Japan. 


In fighting the Pacific war... 

Navy appears to favor a policy of trying to push Japan back, island by is- 
land, up the ladder of islands in the South Pacific, once the tide can be turned. 

Airmen appear to favor a policy of large-scale co-operation with China to 
obtain bases for use in launching an air offensive directly against Japan itself. 

The first is a slow, orthodox operation, maybe requiring years of effort. 
The second is a more daring, a more dramatic operation, based largely upon 
aviation. 

The President has tended to go along with the big-battleship admirals; has 
tended to place secondary emphasis upon what airplanes might do. But: These past 
tendencies may now be changed; may be altered by what Japan did to battleships. 











All war plans, all results, depend on U.S. industry's output of weapons. 

That's why it is so important to speed contract letting, to get kinks out 
of the Army-Navy procurement methods, to end internal argument and bickering. 

Under the new Government war sSetup..... 

President Roosevelt remains No. 1 boss in the industrial as well as the 
military field; remains in full possession of the ultimate power to wage war. 

Donald Nelson is given full power, under the President, to determine all 
policies, plans, procedures and methods of procurement and production. 

Robert Patterson and James Forrestal, Army and Navy under secretaries, re- 
tain actual power over negotiation and letting of actual contracts, subject to 
Nelson policies. This means: Army-Navy lose little if any real power. 

Army-Navy Munitions Board still performs its function of planning, of con- 
trol over military priorities, except that it must report to Nelson. 

William Knudsen, as lieutenant-general, will take his place at the head of 
Army procurement; will hold the title. But: It is well to remember that the 
service "bureaucracy" runs things in pretty much its own way. 

Leon Henderson retains independent power as price administrator. 

Henry Wallace and Harry Hopkins serve as members of a new War Production 
Board. But: Power of that Board lies in Nelson, who may or may not accept advice. 


























That's the main personality line-up in the arms program. 

Is this the answer to the administrative tangle that slowed armament? It 
all depends. It depends upon whether Nelson gets Army-Navy co-operation, or 
whether he finds his policies accepted in theory and ignored in practice. 

Military services always regarded OPM as merely an advisory outfit; asa 
probably necessary civilian organization to be tolerated, if not followed. 

Nelson can change all this, if Mr. Roosevelt stands behind him. 

If the President doesn't back up Nelson in decisions his fate will be the 
same as that of his predecessors. However: This time Mr. Nelson is assuming 
full responsibility and will expect to take the blame if results don't follow. 

















Idea that this whole war may blow up because of shortages in Germany is not 
borne .out by official studies; is not a well-supported idea. 

Bureau of Mines reports that until 1941 Germany produced more aluminum than 
U.S., Britain and Canada combined; that she produced more magnesium; that her 
resources of iron ore, manganese and coal are "enormous"; that she has ample 
Supplies of lead, zinc, mercury for all essential needs. 

She is having to skimp on copper, tin, tungsten, nickel and petroleum, but 








is getting by. And: The prospect is against any collapse due to shortages. 
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FIGURES ARE VITAL IN- 


SPEEDING WAR PRODUCTION 
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Figures are the lifeblood of war production... figures on which to 
base estimates, budgets, commitments... figures that keep materials 
and parts moving toward scheduled assembly points... figures that 
assure the prompt payment of employees . . . figures for providing up-to- 
the-minute reports which permit management to make quick decisions, 
take quick action. 


Both government and industry use Burroughs machines of many differ- 
ent types and styles for obtaining these vital figures and writing essential 


records in less time, with less effort, and at less cost. 
ot 
BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICHIGAN 


jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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Sub-contracting in our National Effort 


An integrated, powerful navy such as our own 
requires far more than the spectacular battle- 
ships, destroyers, submarines and aircraft which 
carry the brunt of battle. Equally vital to a func- 
tioning naval force are the auxiliaries such as the 
anti-submarine net tender depicted above, or fuel 
supply vessels, “mother” ships and repair craft. 

Likewise, in our war effort, the maker of 
parts is playing a vital role on the industrial 
front. The sub-contractor today is increas- 
ingly busy on the national production line. As 
the full victory effort reaches flood tide, arma- 


ment worth billions of dollars necessarily must 


be produced under sub-contract each year. 

Now, in this transitional period, sub- 
contractors face the necessity of installing new 
machines, of retraining personnel, of making 
many other adjustments. Time and credit are 
required. It is in the latter capacity that the 
Chase National Bank can be, and is, of assist- 
ance to many established manufacturers. The 
Chase offers its cooperation, directly or through 
its correspondent banks throughout the nation, 
to prime contractors, and to other sound en- 
terprises which are capably undertaking indi- 


rect defense work. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Growing public ownership 
of facilities that could 
produce peacetime goods 


Government today is creating a vast 
new industrial empire. It is pouring $8,600,- 
000,000 of its money into new industrial 
plant. This plant is equipped with the very 
latest machinery. And it all is Govern- 
ment-owned. 
At this time, the Government is build- 
ing or has contracted to build industrial 
plant equal in value to about 40 per cent 
of the value placed by private industry 
upon all of its plant in 1939. At that 
Rime private industry’s investment was 
reported to the Bureau of 
Revenue as $21,500,000,000. 
The Government billions are 
being increased steadily. Jesse 
Jones, Federal Loan Adminis- 
trator, is set right now to ad- 
vance $400,000,000 to give the 
United States plants that can 
turn out 400,000 tons of syn- 
thetic rubber each year. That 
isenough rubber to meet two- 
thirds of the nation’s peace- 
time needs. 
At the same time, Mr. Jones 
isready to put more money to 
finance new plants to produce 
100,000,000 more pounds of 
duminum and 150,000,000 
more pounds of magnesium. 
Altogether, the Defense Plant 
Corp., which Mr. Jones heads, 
is committed to advance 
about $3,000,000,000 to ex- 
pand American industry. 

In addition: The Army and 
Navy already have contract- 
ed for several billion dollars’ 
worth of plants and equip- 
ment to make guns, shells, 
powder, warships and other 
munitions. 

Implications of this invest- 
ment are immense. They be- 
come even greater when it is 
alized that war is only be- 


Internal 
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FEDERAL PLANTS: 
TO PRIVATE INDUSTRY? 


Government Financing of Four-Fifths of Wartime Expansion 


THREAT 


ginning and that plans are being drawn for 
even greater expansion. 

Until now: The Government has hesi- 
tated to invest huge sums in new plants. 
Both at the White House and in industry 
there was a wish to create as small a Gov- 
ernment-owned plant as possible. This ex- 
plains, in part, the slow motion with which 
the defense program got under way. 

Now: War has turned on the heat. 
Donald Nelson, chairman of the new War 
Production Board, is said to be prepared 
to take action that will make the hair curl. 
From now on there promises to be no more 
hesitation to move into production, what- 
ever happens to private industry. 

At this point, it is important to look be- 
low the surface; to see what is happening 


JESSE JONES'S GUAYULE TIRE 
..- backed by $400,000,000 


—Harris & Ewing 


to the industrial structure of America. 
Rubber and aluminum plants are simply 
tokens of a deep-seated wartime trend 
that promises to extend into peacetime. 

The over-all picture: This country’s ca- 
pacity to produce goods is being doubled 
and trebled in many lines. Capital invest- 
ment in new plants is being made at the 
fastest rate in history—and the Govern- 
ment is providing more than 80 per cent 
of this capital. About half this investment 
is going into war industries—into plants 
that turn out smokeless powder, guns, 
shells and warships. 

But war industries require a mounting 
stream of raw materials and some of them 
—airplanes, for example—can continue in 
times of peace. The Government thus is 
pouring billions of dollars into 
building plants that could 
compete with private industry 


in the years ahead. These 
plants, moreover, are being 
equipped with the most 


modern machines. On _ the 
whole, they are more efficient 
than many existing private 
plants. 

At present they are being 
operated by private concerns 
on a lease or fee basis, and 
contracts usually provide for 
ultimate purchase by the op- 
erators if the firms so desire. 
Whether private industry will 
buy Government-built 
plants depends upon the post- 
war industrial outlook, but, if 
purchase options are not taken 
up, public pressure to continue 
operations is certain to arise. 

New plants also are chang- 
ing the geographical pattern 
of industry. Steel mills are be- 
ing constructed on the Pacific 
Coast and in the Mountain 
States. Aircraft factories are 
built or being built in the Mid- 
west. Texas is getting a tin 
smelter and new plants are 
springing up near sources of 
Government-built power proj- 


these 


7 














ects in the Tennessee Valley and the Co- 
lumbia River area. 

Outside of war industries, the Govern- 
ment is investing heavily in aircraft, ship- 
building, chemicals, iron and steel prod- 
ucts, aluminum and magnesium, and ma- 
chinery. Major industries touched by 
Government activity include: 

Aircraft: Public investment in new air- 
craft plants now amounts to $933,000,000 
and is certain to increase. This promises 
to make a big industry of what was an in- 
fant industry before war began. The pres- 
ent program calls upon the industry to 
turn out almost as many planes next year 
as were produced in aviation’s entire his- 
tory before 1939. 

Treasury or Defense Plant Corp. dollars 
are flowing in the greatest number into 
aircraft plants, with Michigan and Ohio 
receiving the bulk of the investment. Oth- 
er plants are built or being built in the 
Atlantic arid Pacific Seaboards, in New 
England, and in Kansas, Illinois, Okla- 
homa, Texas and Nebraska. 

Shipbuilding. Shipbuilding and ship re- 
pair yards are receiving the next largest 
share of Government money—more than 
$690,000,000. War thus has turned a stag- 
nant industry into a booming one and the 
basis for the boom is provided by Gov- 
ernment investments. Ship contracts nec- 
essarily are placed in coastal and Gulf 
States, although the Great Lakes area is 
getting some business and may receive 
more. 

Chemicals. A total of $658,000,000 has 
been authorized by the Government for 
investment in the chemical industry. Add 
to this the $400,000,000 synthetic rubber 
program, and the Government’s stake in 
this industry will almost match prewar 
valuation of the nation’s chemical plants. 
This value was recorded at $1,600,000,000 
in 1939. 

A large proportion of this sum has gone 
into plants that make explosives, and 
therefore may not infringe greatly upon 
private domains. However, tens of mil- 
lions have been authorized for new am- 
monia and toluol plants, and while these 
materials now go into the manufacture of 
TNT, they can be just as serviceable for 
fertilizer and other civilian uses. 

Iron and steel. Government commit- 
ments for additional iron- and steel-produc- 
ing plants total $468,000,000, which rep- 
resents about 13.4 per cent of the private 
capital investment in this giant industry. 
Many of these contracts call for “scram- 
bled” facilities; that is, additions or ex- 
tensions to existing plants in which new 
machinery is installed. 

Goal of the Government steel program 
is to lift the nation’s capacity to 100,000,- 
000 tons a year, compared with 88,000,000 
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MR. HILLMAN & MAGNESIUM 
... spectacular development 


tons at present and 82,000,000 tons before 
the defense program. How to “unscramble” 
the facilities if private companies do not 
want to buy them after the war may pre- 
sent a knotty problem. 

Aluminum. Construction of new alumi- 
num and magnesium plants marks the 
most spectacular development of a basic 
industry in the war period. In 1940, this 
country’s output of aluminum was 417,- 
000,000 pounds. The present program calls 
for a capacity of 1,600,000,000 pounds and 
recent proposals suggest raising output to 





—Wide World 
POWER FOR PLANTS 
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2,000,000,000 pounds. From almost negj. 
gible production before the war, magneg. D 
um output is scheduled to increase ty 
400,000,000 pounds a year and perhap, 
more. 

To achieve this expansion, the Gover. 
ment has either invested in new plants 
loaned to private companies a total of § Bus 
$358,000,000,000, which is almost 65 pe | 
cent of the net value of the industry; too 
assets in 1939. * $194 

Machinery. From a modest enterpris, 
owned largely by small firms, the machix§ D 
tool industry promises to enter America’: ton 
billion-dollar class. War demands for the § job 
machines which make fighting equipment § Sear 
have been immense and an industry whic § G0v 
turned out $200,000,000 worth of products § inn 
in 1939 is expected to produce $1,500,000, B bigg 
000 in 1942. son 

Expansion of machine tool plants under § led 
the defense program has been shared ql. §once 
most equally by the Government and pr. J hom 
vate industry. Government investment §it | 
in new plant will amount to $126,600,00,— M 
while private funds for war expansion tota } nd 
$124,900,000. Total investment before the Ja 
war approximated $150,000,000. he h 

The United, States thus promises to} ‘ent 
emerge from war with the largest, most 
modernly equipped plant in industrial een 
history. A large portion of this plant can §hom 
be used for civilian as well as war goods §d 
This prospect raises many questions. ings 

What is to happen to this plant? Dur- §" v 
ing the last war, most of the Gover. §"% ' 
ment’s investment was scrapped, but fev ms 
officials believe history will be repeated. §"™- 
They believe that public insistence wil prod 
be too great to allow any severe or pr- Nels 
longed depression. Also, they remember §*“ 
the Muscle Shoals fight and recall that §"™ 
out of Muscle Shoals the Tennessee Valley Feb 
Authority was born. But this raises av- “I 
other problem. equi 

Who will operate the plant? Vast nev f"* 
uses must be found for aluminum. The air J" 
transport industry expects a postwar ¢ Def 
pansion, but it is a question whether the J 
aircraft industry will continue to absorb } Bi 
tons upon tons of this light metal. Seldom f" 
in peacetime do steel operations reach ca f°" 
pacity, and now capacity is immense. The Nels 
machine tool industry will be able almost knoy 
to industrialize the world. Under such cir fst 
cumstances, will private concerns dare to F* t 
buy Government plants? And if purchas ob 
options are not exercised, what of Gover Pt 
ment competition? These are some oF" 
the problems that war expansion is brew JF" 
ing. _ 

Most students of the problem see a col- In 
tinued Government-business partnership = 
to maintain buying power, reconstruct 4" 
war-devastated world and develop Latit , 
America. we 
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t negli. 

lagnesi. 

case to 

perhaps 

xOvern- 

lants or 

otal of } Business executive who 

Pk took “temporary” job in 

“— 1940, and stayed with it 

ae Donald Marr Nelson came to Washing- 

merica’s@ ton in the spring of 1940 to do a quick 

for the§ job and get back to his desk in Chicago. 

uipment § Sears, Roebuck had loaned him to the 

vy which @ Government. But the job, big in the be- 

products sinning, kept growing until it became the 

500,000, biggest of its kind in the world. Mr. Nel- 
son didn’t like the way it was being han- 

ts unde filed, announced his resignation at least 

ared gl. gonce, tried time after time to get back 

and pri § home. But President Roosevelt wouldn’t 

-estment get him get away. 

600,000, Mr. Nelson did not like the bickering 

ion total @and sniping, the politics, the halfway 

fore the Pmeasures and the compromises. Moreover, 
he had a good job as executive vice presi- 

nises togdent of Sears, Roebuck and Co., paying 


st, most 570,000 a year. He had a group of con- 

renial friends, a pleasant, 
home, an attractive wife. In 30 years, he 
had settled himself into familiar surround- 


ndustrial comfortable 


lant can 
ur goods 


tions. ngs that he liked. Why should he stay 
nt? Dur 2 Washington and listen to the yammer- 
Govern gig of politicians? 

but fen Policies didn’t go far enough to suit 
repeated him. He found too much talk of all-out 
enee will production and too little action. What Mr. 
2 OF prt Nelson is saying today is exactly what he 
emembe fs Saving a year ago, except that now his 


vords are backed by authority. As of 


call that . 
February, 1941, he was saying: 


ee Valley 
aises al-§ Lhe requirements of military and naval 
equipment are limited by only one thing: 
the total capacity of every mine, factory 
ad mill to produce such equipment. . . . 
Defense must first. If anything 
stands in the way it must make way.” 
But America of 1941 went ahead mak- 
ing automobiles and until the 
reach ca pources of metal began to dry up. Mr. 
ense. The P)eson had a down-to-earth, practical 
le almost #owledge of the capacity of American in- 
. such cr ustry. And he knew where things could 
s dare to be bought. He moved from one buying 
purchase pb to another, dropped naturally into the 
f Govern §8t of co-ordinator of purchasing when 
some of he National Defense Advisory Commis- 
n is brew"! was created. He worked with the 
omission, but was not part of it. 
see a COl- In the struggle for power that broke out 
artnership Fg the building of the Office of Pro- 
bnstruct s#ction Management, Mr. Nelson left for 
lop Latip California desert, holed up in a spot 
ere not even a telephone could reach 
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him. Here he smoked—pipe, cigars, cig- 
arettes—and rested until William S. Knud- 
sen, at the insistence of the White House, 
had him hauled out of retirement and 
brought back to Washington. He was to 
be director of OPM’s Division of Pur- 
chases. He said he would continue until a 
man could be trained to take his place. 
Not long after, he began reminding Mr. 
Knudsen that his time was up, he would 
be going. But nothing happened. Produc 
tion lagged. He became more urgent. 
Finally Mr. Nelson was summoned to 
the White House and spent an hour and 
a half with Mr. Roosevelt. The President 
asked him to stay. On another occasion, 


DONALD NELSON: SUPPLY CHIEF 


Middle-of-the-Roader With a Single Goal—All-Out Production 


both small and large industries. He did 
not fall into either group, and he did not 
care for society. He clung fiercely to the 
middle of the road between the New 
Dealers and the anti-New Dealers, careful 


not to get caught in the crossfire, but 
steadily plugging away for all-out pro- 


duction and a man at the top hard-boiled 
enough to tear away the obstructions. 

Both he and his friends were somewhat 
surprised when it developed that he was 
to have to do the job himself. He is 
placid, affable, but insists upon perform- 
ance. A friend says he could fire a man 
so pleasantly the man would think Mr. 
Nelson was doing him a favor. 
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DONALD MARR NELSON 
“If anything stands in the way it must make way” 


he was called back again and told that, 
if it was a question of authority, he would 
be backed up by the President. Next 
came the Supply Priorities and Alloca- 
tions Board and his dual job of executive 
director of that agency and director of the 
Priorities Division of OPM. But none of 
these agencies had the authority to drive 
purchases through. The buying was done 
by the Army and Navy. Donald Nelson’s 
sole power, like that of OPM and SPAB, 
was over priorities. They could offer ad- 
vice, but the Army and Navy could take 
it or leave it. 


Mr. 


with 


dealt 


Nelson’s own business 


In Washington, he has many friends 
but few intimates. Aside from Leon 


Henderson, the New Dealer, those whom 
he most frequently drops in to chat with 
in the evening—or takes with him to his 
Connecticut Avenue apartment—are OPM 
officials Arthur D. Whiteside, Sidney Wein- 
berg and William L. Batt. 

While Mr. Nelson the ma- 
chinery for a fast production job, Mrs. 
Nelson keeps their 14-room house running 
in a Chicago suburb. She fears that if she 
lived in Washington her husband’s work 
might be slowed down by too many social 
affairs. 


clears up 
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New Air Lifelines 


To Pacific Warfront 
The Longer, Safer Sea Route Around the Cape of Good Hope 


Ability of bombers to fly 
across the South Atlantic 
and span Africa and Asia 


American airplanes are the key to the 
last defense remaining between Japan and 
easy conquest of the richest island empire 
in the world. 

Just as in France when Germany struck, 
in England after Dunkerque, and succes- 
sively in Norway, Greece, Russia, Africa 
and the Near East, so now in the Far 
Pacific theater of war the cry is for Ameri- 
can-made planes to send against the Axis. 
China, Australia and the Dutch East In- 
dies all want planes, planes and still more 
planes. 

Yet the seventh week of the war finds 
few American planes going into action on 
the Far Eastern fronts. Americans are 
beginning to wonder about the reason. 
Some may have imagined our warplanes 
would be flying from the United States 
straight into battle in the Far East, ar- 
riving there any day. 

The great problem is how to get the 
planes from the United States to the scene 
of action. The distances are so great that 
even the plane’s own element, the air, 
provides no adequate highway. The only 





types of military planes having the flying 
range to be flown directly to the South 
Pacific—the medium and heavy bombers 
are the ones of which our shortages are 
greatest. The fighter planes, which the 
United States is turning out fastest and 
which are most desperately needed to stop 
Japan, cannot be flown to the Far East 
because they do not have sufficient flying 
range to get across either ocean. 

But in time of war, risks and hardships 
do not stop the performance of vital tasks. 
Therefore back of the fighting to stop 
Japan’s drives in the South Pacific region 
there is another struggle, almost as dra- 
matic and probably as decisive, to move 
airplanes from American factories to the 
Far Eastern front, by air, sea or a combi- 
nation route. 

The need for planes. The same story 
is heard from every sector of the front. 
Japan’s air power clears the path. Her 
warships and her armies follow. Victories 
over Hong Kong, over Manila and Penang 
started the march to the gates of Singa- 
pore. Japan’s air power is the shield for 
capture of Tarakan with its oil, seizure of 
North Borneo and the conquest of Kuala 
Lumpur, rubber capital of the world. 

Getting planes to the Far East no 
longer is a question of carrying war against 
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the heart of Japan. The question now js 
how to set up a defense line that will stop 
Japan short of capture of the whole Eas 
Indies. That line now is established o 
Singapore, Sumatra and Java, with Aus. 
tralia as the secondary base of operations 

But to stop Japan, the Allies need to 
get and keep command of the air over the 
main line of defense. Over and over again, 
American, Dutch and British airmen hay 
shown that, man for man and plane for 
plane, they are more than a match for the 
Japanese fliers. But, if they are to win, 
they must have something like equality 
of numbers. 

In fact, air war in the Far East is head. 
ing toward a crisis. The whole situation 
focuses attention on the problem of mov- 
ing planes to that part of the world. No 
doubt this is one of the topmost problems 
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being dealt with by Lieut. Gen. George H.® yj, 


Brett, air deputy for General Sir Archi- 
bald P. Wavell in Allied Headquarters in 
Java. 

Theoretically, two air routes are avail 
able: The Pacific route to Hawaii, Samoa, 
Australia and the East Indies, and the 
alternate way across the South Atlantic, 
over Africa and Asia to Burma and China 
But actually, the growing risks of the 
Pacific route, which is by far the most fz 
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reliance 
on the longer, safer track across the At- 
lantic, Africa and Asia. 

The safer route. Around Africa, or 
across it, is a long route to the East Indies. 
If fighter planes had been started in ships 
for the Indies the day that Japan struck 
at Pearl Harbor, they would still be on 
the high seas. The 14,500-mile voyage 
from New York around the Cape of Good 
Hope and across the Indian Ocean to 
Batavia or Singapore takes about 
months. 

For the longer-range bomber planes, an 
air route shown on the Government’s offi- 
cial maps for commercial fliers can be 
utilized to fly from the United States to 
Rangoon or Chungking in a fraction of the 
time used by sea traffic. A Pan-American 
Airways ship recently flew from China in 
a week. A bomber would fly faster. 

By this route, Smgapore or Chungking 
js about 15,500 miles from New York. 
The big long-range bombers, like the com- 
mercial planes, can fly down the East 
Coast, across the Caribbean and to Natal, 
Brazil, and thence 1,850 miles across the 
Atlantic to Bathurst or Monrovia on the 
African West Coast. The planes move 
east and north to Khartoum on the Upper 
Nile, thence to Cairo, to Baghdad in 
Iraq, and across Iran to Karachi in India. 
The route goes on eastward to Delhi and 
Calcutta, thence to Rangoon at the end of 
the Burma Road. From here planes can 
move north into China to Chungking. Two 
short cuts are possible: one across South- 
em Arabia and the other from the African 
East Coast across the Indian Ocean. 

Shipping fighter planes. The speed 


with which commercial planes and long- 


miliar and direct, are increasing 


two 
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GENERAL BRETT 
» + » poser for pilots 


range bombers can move over this route 
has led to much speculation about the pos- 
sibilities for saving time by flying fighter 
planes instead of shipping them by sea. 
To be sure, the pursuit ship is not built 
that will fly the 1,800-mile jump across 
the South Atlantic. But fighter planes 
with increased ranges are being built as 
escorts for bombers. Moreover, from Mon- 
rovia, Africa, all the way across that con- 
tinent and Asia to Rangoon, the hops on 
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the existing route are short enough to be 
spanned by several American 
fighter planes. Extra tanks can in- 
crease the range. Therefore, the question 


types of 


gas 


arises whether fighter planes can not be 
shipped by freighter to the African Coast 
and be assembled there for flying the rest 
of the way to the Far East. 

To pack, ship, unpack, assemble the 
planes, get them tuned up for combat and 
in the air headed for Asia might take a 
month. Even so, the destination would 
have to be China instead of the Indies or 
Singapore, because of Japanese presence 
in Malaya. 

Yet if this combined shipboard-flying 
route saves time for fighter planes, send- 
ing them to China might turn out to be 
the best defense of Singapore. Japan’s 
flank is far extended in Malaya. British 
forces are gathering in Burma for an at- 
tack. Air power thus far has been Japan’s 
shield against such Strip that 
shield away, and join strong Chinese ar- 
mies with the British, and the triumph 
over the Japanese at Changsha might be 
followed up with a blow that would send 
Japan's 
Singapore. 

Chance fo turn the tide. With air power 
to prepare the way for such an attack on 
Japan’s flank, the Indies as well as Singa- 
pore might be saved. 

With air power to knock Japan’s bomb- 
ers out of the skies over the Allies’ main 
defense line, a starting point could be es- 
tablished for American 
their strength in offensive warfare. But all 
this goes back to the problem of getting 
the planes to the scene of action. Solving 
that would be of itself a major victory. 
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EXPANDING SOCIAL SECURITY 


New Proposals That Would Double the 5 Per Cent Pay-Roll Tax 


Plans to cover disability, 
broaden other benefits, 
federalize job insurance 


President Roosevelt is asking Congress 
to raise present pay-roll taxes high enough 
to yield an additional $2,000,000,000. This 
is over and above the present pay-roll 
taxes that total 5 per cent to yield about 
$2 000,000,000. 

After much alteration and argument, the 
program, as tentatively approved by the 
White House for submission to Congress, 
looks like this: 

For old-age insurance. An increase of 2 
per cent each, on employers and employes, 
to support existing old-age insurance and 
to finance a program of insurance for per- 
sons totally and permanently disabled be- 
fore they reach the retirement age of 65. 
At present the tax is 1 per cent of pay- 
rolls, payable by employer and employe. 
The plan is to increase this to 3 per cent 
each, or 6 per cent over all. 

For unemployment insurance. An in- 
crease of 1 per cent on pay rolls, payable 
either by the worker or divided equally 
between employer and employe. At present 
3 per cent of pay rolls to 
support The 
purpose of the added tax would be to yield 
income out of which payments could be 


employers pay 


unemployment insurance. 





made to workers who are temporarily dis- 
abled. The new tax would bring the un- 
employment insurance payment to 4 per 
cent of pay rolls. 

In other words, a total tax of 10 per 
cent of pay rolls is in the cards for support 
of Social Security. 

Tentative plans, in more detail, include 
the following: 

Permanent disability. Large numbers of 
individuals become disabled permanently 
before they are eligible for old-age insur- 
ance. There are so many of these individ- 
uals that officials estimate the cost of insur- 
ance would range from about $600,000,000 
to $1,000,000,000 a year, or from 1% to 
nearly 3 per cent of pay rolls. Payments 
would be comparable to those now going 
to persons retiring because of old age. 

Temporary disability. At present per- 
sons who are unemployed because they 
who become sick 
while unemployed, are not entitled to un- 
employment insurance benefits. The plan 
is to administer temporary disability pay- 


have been disabled, or 


ments as part of the job insurance pro- 
gram and to pay benefits about equal to 
those made to persons who have lost their 
jobs but kept their health. The added cost 
would be about $400,000,000 or 1 per cent 
of pay rolls. 

Medical care. Mr. Roosevelt mentioned 
hospitalization an objective to 


as be 


Federal Security Agency photo 
THE MAIL—UNEMPLOYMENT INSURANCE CHECK 
...in the cards, a higher tax on pay rolls 


sought in changing Social Security at this 


time. Informed officials, however, doubt 
that Congress will act on this recom. 


mendation any time soon. 

That’s one side of the plan. The other 
side concerns proposed federalization of 
the present system of unemployment in- 
surance based upon State administration, 

At present: Each State makes its own 
for unemployment compensation, 
subject to rather mild federal standards, 
States collect 90 per cent of the 3 per cent 
pay-roll tax, and some States now 


rules 


have 
vested interests in very large accumulated 
funds while other States have inadequate 
Within States there many 
different methods of dealing with employ- 
ers, with 38 different plans for “merit 
ing” of employers, based upon their 


reserves. are 
rat- 
em- 
em- 
rec- 
ords gradually can be relieved of taxes to 
support the system. 

With federalization. The Government 
in Washington fix standards and 
would pool the funds of individual States. 
Benefit payments would be increased and 
standardized, with a strong prospect that 
merit 


ployment record. Under these plans, 
ployers with favorable employment 


would 


rating plans for employers would 
suffer. There is powerful opposition on the 
part of employers to the President’s plan 
for turning the unemployment insurance 
system into a national system. 

As a compromise. It is probable that 
the Administration, if unable to nation 
alize unemployment insurance, will seek 
to obtain approval for a plan to pool State 
funds, in part, and to establish higher fed- 
eral standards for benefit payments, wait- 
ing periods, length of payments, etc. The 
plan on pooling appears to be this: to per- 
mit individual States to in their 
funds only 2 per cent of pay-roll taxes 
collected for unemployment insurance and 


retain 


to draw away 1 per cent for expenses of 
administration and for creation of a na- 
tional pool out of which payments might 
to bulwark the funds of the 
States with larger unemployment. 

The President also wants Congress to 
broaden coverage of the entire Social Se- 
curity system to cover farm workers, do- 
mestic servants, the self-employed, casual 
workers Government workers who 
now are excluded. He may not get action 
on that proposal this year. 

Social Security, however, is likely to be 
gradually broadened in scope and _in cost 
as the years go by. 
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Behind the Muddle 
In Civilian Defense 


Discord Over Personalities and Procedure as Basis for Shake-Up 


Pugnacious Mr. La Guardia, 
social-minded Mrs. Roosevelt 
chief targets of criticism 


In the middle of a housing shortage, the 
Office of Civilian Defense took over sev- 
eral floors of one of Washington’s better 
apartment buildings. Tenants protested 
all the way to Congress; one with fists. But 
they had to move. From that initial and 


a path strewn with hot words. Its press 
agents call them “differences of opinion.” 

But those arguments have brought OCD 
to its first shake-up, to a reshifting of au- 
thority, to a showdown with Congress, 
and, perhaps, to within earshot of the res- 
ignation of Fiorello H. La Guardia. In 
spite of the disputes which often have 
centered around Mr. La Guardia and Mrs. 
Franklin D. Roosevelt, OCD has taught 
the nation the rudiments of civilian de- 
fense. It has 3,500,000 volunteer air raid 
wardens, fire, police and first-aid workers. 
They have studied one or another of the 
45 OCD pamphlets, have listened to lec- 
tures, taken special courses, helped to tell 
others what to do in an air raid. They 
would leap to action at a siren’s shriek. 
Arguments have created confusion, but 
have not prevented organization. 

Mr. La Guardia is mayor of New York, 
director of OCD, president of the United 
States Conference of Mayors, chairman 
of the U.S.-Canadian Permanent Joint 
Board on Defense. He can start from luke- 
warm, which is as cool as his temper gets, 
and whip it to a boil in fifteen seconds flat. 

The Mayer is a short, chunky man of 
untiring energy and endless enthusiasm. 
He studied law at nights, was a flying offi- 
cer in the first World War. Later, as a 
Congressman, he was always plugging for 
the underdog. He has a knack for detail 
which led him to study the smallest claim 
bills and to arguments on the floor that 
other members would have avoided by 
saying the whole thing was too trivial to 
get excited about. But Mr. La Guardia 
didn’t avoid them. He still has that knack. 

Mrs. Roosevelt has boundless energy, a 
deep interest in social welfare work. When 
she first came to Washington, one of the 
things that troubled her was a fear that 
4 First Lady she would not be able to 
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isolated argument, OCD has moved down ~ 





MRS. FRANKLIN D. ROOSEVELT 


FIORELLO H. LA GUARDIA 


—Acme 


JAMES M. LANDIS 


Arguments—have not prevented organization 


continue her active, public work for social 
betterment. She decided to ignore criti- 
cism and go her normal way. Her private 
charities are numerous; her public ap- 
pearances unnumbered. Her imagination 
and sympathy can be quickly captured by 
the plight of any widow, orphan, Negro, 
or mountain youth with too few vitamins. 

As the heat went on for national defense, 
betterment fell farther down the 
list of things that must be done. Mrs. 
Roosevelt went to OCD with the idea that 
social welfare must not be overlooked in 
developing civilian morale defense. 
Her thoughts went to problems of nutri- 
tion and housing and answering the ques- 
tion youth had been asking back in the 
depths of the depression: What have we 
got to fight for? That was why she said 
civilian defense was “not entirely a matter 
in which the Army has had any experience.” 

“Real defense,” she says, “is the prepara- 
tion of the people to have confidence in 
themselves, to feel secure in their way of 
life and to have a high morale.” 

Mrs. Roosevelt’s thoughts went a great 
deal beyond simply preparing for an air 
raid. She drew into OCD, working back 
of the official charts, social workers from 
the National Youth Administration and 


social 


for 





youth movements. Congress has heard 
complaints about some of them. Mr. La 
Guardia drew upon his Conference of 
Mayors for T. Semmes Walmsley, a former 
mayor of New Orleans, to serve as deputy 
director. Under the new set-up, James M. 
Landis steps between the two. What 
Harvard’s Law School dean will do with 
Mr. Walmsley has not been decided. 
OCD patterned its organization along 
the lines of Army corps areas. This way it 
could ignore governors and State lines, deal 
directly with mayors. Governors objected. 
New Jersey flatly refused to let OCD 
deal with local communities. In Wash- 
ington, OCD has frequent conflict with 
other agencies. Paul V. McNutt runs the 
Office of Defense Health and Welfare Serv- 
ices. The lines that separate his agency 
from OCD are blurred. McNutt began 
a nutrition program. OCD gobbled it up. 
The Agriculture Department had a home 
garden program. OCD called Agriculture 
too slow and moved in on the program. 
The lines of authority given to Mr. Lan- 
dis are not clear with Mr. La Guardia and 
Mrs. Roosevelt in the picture. One official 
turned the job down because of this. He 
didn’t like the idea of, maybe, some day 
arguing with the wife of the President. 
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Need for wholesale reform 
in governmental procedure 
if war is to be quickly won 


The United States Senate has been 
advised officially that the nation’s war 
production program is failing to meet re- 
quirements and that wholesale reform in 
procurement methods and _ organization 
must be undertaken if the war is to be 
won quickly. Responsibility for this con- 
dition is placed directly on the Army and 
Navy, the Office of Production Manage- 
ment, private industry and organized labor. 

This report was submitted by the Senate 
committee investigating the national de- 
fense program. The group has spent a full 
year examining the nation’s defense effort 
and comes up with the conclusion that pro- 
duction has been hamstrung by _ ineffici- 
ency, buck-passing, inadequate planning 
and selfishness upon the part of both busi- 
ness managements and labor unions. 

The report was submitted by Senator 
Harry S. Truman (Dem.), of Missouri, as 
chairman, and was indorsed by all nine 
members, both Democrat and Republican. 
These members are: Senators Tom Con- 
nally of Texas, James M. Mead of New 
York, Mon C. Wallgren of Washington, 
Carl A. Hatch of New Mexico, Clyde L. 
Herring of Iowa, and Harvey M. Kilgore 
of West Virginia, Democrats; and Joseph 
H. Ball of Minnesota, Ralph O. Brewster 
of Maine and Styles Bridges of New Hamp- 
shire, Republicans. 

Criticisms range all the way from ex- 
orbitant fees for shipbuilding to a partial 
explanation of this country’s inadequate 
air power. Major points in the report are 
the following: 

Aviation. The Committee notes that, 
when Japanese aircraft swooped down on 
Pearl Harbor, the U. S. Army and Navy 
had “only enough planes to furnish skele- 
ton forces with equipment, a great deal 
of which was of inferior quality.” The 
reason for reverses in the Pacific and the 
isolation of the Philippines is explained by 
these terse observations: 

“After two years of frantic effort, we 
have too few planes to allow adequate 
flying time to our own pilots. 

“Tt may be claimed that this shortage 
existing with our own forces comes as a 
result of huge shipments diverted to for- 
eign consumers. Actually, the facts do not 
indicate that to be the case. Information 
made available to the public has shown 
that, of the best types, our shipments 
abroad have been very limited. 

“Furthermore, only a limited amount of 
our present production is of combat types 
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CHECK-UP ON THE ARMS EFFORT 


Inefficiency, Business-Labor Selfishness Charged in Truman Repor 





considered to be equal or superior to the 
best types produced abroad.” 

Then the report hints gloomily: 

“The prospects of future production.are 
not too good. Under our prewar program, 
we were scheduled to reach our maximum 
production sometime toward the latter 
part of 1943 . . . Since we have not yet 
approached our original program, we must 
make radical changes in our methods if we 
expect to accomplish several times as 
much.” 

Procurement methods. The Truman 
Committee finds departmental red tape, 
shortsightedness and lack of organization 
as the principal explanations for the lack 





Ever since July, 1940, this 
Government has tried to get 
enough airplanes and tanks 
and guns to supply its armed 
forces and those of its friends. 

Now, eighteen months later, 
neither its own forces nor those 
of its friends is adequately 
armed. Defeats for American 
forces on land and sea and in 
the air are the result. 

A Senate Committee has 
sought for the past year to 
find out what is wrong. Its 
answer is found in these pages 
containing excerpts from the 
report it made on the basis of 
extensive investigation. There 
is strong criticism of the Gov- 
ernment, of industry and of 
labor. 

At this time of a third re- 
organization of Government's 
armament machinery, the 
Committee’s report takes on 
special importance. 











of good airplanes. Instead of planning and 
co-ordinating a production program, the 
services are charged with merely buying 
what manufacturers had to offer. OPM is 
criticized for having “simply acted as a 
rubber stamp for the service agencies” so 
far as aircraft production is concerned. 

In addition to these basic planning 
faults, the Committee adds that aircraft 
companies themselves are continually 
harassed by changes in specifications, many 
of which should have been foreseen before 
orders were placed. In some _ instances 
changes were so numerous as to force al- 
most a complete redesign of the plane. 





Reason for so many changes ordered 
after construction has begun is assigned 
by the Committee to the belief that “the 
services have always seemed extremely pr. 
luctant to accept and develop new idéas 
until they have been proved beyond any 
question of doubt to be not only desirable 
but necessary.” Examples of this type of 
laggard planning were cited in delays jy 
ordering self-sealing gas tanks and suf. 
ficient armor long after both devices wer 
found to be essential in Europe. 

The report quotes Maj. Gen. Henry } 
Arnold, chief of the Army Air Forces, to 
the effect that, before the defense emer. 
gency, “pursuit had been allowed to drift 
in the doldrums,” and concludes, “Appar. 
ently it is still there.” Of this country’s 
several pursuit-type planes, the Committee 
finds that the Bell P-39 is the only satis 
factory fighting ship now being produced 
at a satisfactory rate, and adds: 

“On the drawing boards we have many 
high-performing pursuit ships, but in Janu. 
ary, 1942, very few will be produced which 
can be considered better than mediocre, 
and there will be no long-range pursuits, a 
type so vitally needed for our present op- 
erations.” 

Bombers. Reason for optimism, hov- 
ever, was found in the country’s bomber 
program. The Committee’s investigation 
revealed that American-made bombers ar 
generally pronounced superior to any for 
eign type and, furthermore, that modek 
have been standardized to allow a measure 
of mass production. 

The fact that bombers have been 
standardized, and are good, prompted the 
Committee to doubt statements by the 
Army, Navy and the industry that “fro: 
en” models would lead to inferior fighting 
craft. On this point, the report notes: 

“A recapitulation of the general evalu: 
ation of the types of airplanes manufac: 
tured in this country will indicate that 
the only field in which we have anything 
like a general superiority is in the pr 
duction of bombers and that is the only 
field in which we have anything approach 
ing standardization. If standardization net- 
essarily means a loss of quality, then per 
formance figures are wrong.” 

Concentration of orders with a fer 
companies also came in for Truman Com 
mittee criticism. Billions of dollars’ worth 
of orders have been placed with 19 manv- 
facturers of planes, and almost $1,000; 
000,000 has been advanced to ex 
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their plants. Now additional orders att 
pouring in and the Committee finds “every 
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the 19 favored manufacturers .. .” 
But: The Committee finds at the same 
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time that there are more than 60 companies 


that are pining for orders and not getting 
them in any substantial quantity. Field 
inspectors of the Civil Aeronautics Admin- 
istration are said to have compiled detailed 
information on more than 50 of these con- 
cerns, but most of t'~m are “doing almost 
everything but building airplanes.” 

“These companies,” the report adds, 
“have machinery, space and the men with 
which, it has been estimated, they can pro- 
duce a minimum of 2,000 airplanes a 
month.” 

The tendency to concentrate airplane 
orders in a few large concerns was cited as 
typical of defense procurement practices 
throughout the program. 

Office of Production Management. The 
Truman report is unsparing in its criticism 
of OPM, which, until the appointment of 
Donald M. Nelson as head of the new War 
Production Board, was the Government’s 
top defense planning agency. The need for 
an over-all planning agency was properly 
recognized in the Committee’s opinion, 
but: 

“Its record has not been impressive; its 
mistakes of commission have been legion; 
and its mistakes of omission have been 
even greater. It has all too often done 
nothing when it should have realized that 
problems cannot be avoided by refusing 
to admit that they exist. . . 

“In those instances where it has failed, 
the failure has not been due so much to 
the lack of power as to the ineptness of 
he officials of the Office of Production 
Management and their unwillingness to 
ue the weapon which they had.” 
Specifically, OPM is criticized for fail- 
ing to gather sufficient facts upon which 
to base a production program; for holding 
too many conferences with too large 
groups and for failing to fix responsibility. 
On the last point, the report complains: 
“Similarly, there is a tendency within 
the Office of Production Management it- 
slf for each division or department to 
hold some other division or department 
responsible. For example, persons charged 
with increasing the production of strategic 
materials seem to believe that they have 
sufficiently performed their duty when 
they refer the matter of price increases to 
the Office of Price Administration and the 
matter of labor to the Labor Division . . . 
“There is no excuse whatever, in the 
example assumed, for persons in charge 
of strategic materials to fail to insist up- 
oma speedy decision regarding matters of 
price or labor which they have referred 
ekewhere.”” 

Example. Expanded aluminum produc- 
tion is described as one example of OPM 
inefficiency. Early in May the Committee 





orders are 
ds “every 


found from OPM data that the country 
ould be short more than 600,000 pounds 
of aluminum, but reports that nothing 


one undetivas done for six weeks. In detail, the re- 


luction by 
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the same 





port adds: 
“Mr. William L. Batt, in testifying be- 
le the Committee on May 12, admitted 
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the shortage and on May 20, more than 
a week later, he dispatched a memoran- 
dum to Mr. William S. Knudsen to the 
effect that there was such a _ shortage. 
Therefore, Mr. Knudsen did not learn, at 
least not officially, until eight days later 
that a shortage existed. To draw a com- 
parison, it took as long to get the memo- 
randum to Mr. Knudsen’s desk as it takes 
to produce the amount of aluminum col- 
lected in the entire pots and pans pro- 
gram.” 

Contracts also are criticized as being too 
generous to private firms. One reason for 
this, the report finds, is OPM practice to 
advise other agencies, such as the Defense 
Plant Corp., that specified companies 
should get the business. “This is tanta- 
mount,” the Committee finds, “to issuing 
instructions to the Defense Plant Corp. 
to accept whatever terms are proposed by 
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SENATOR TRUMAN 


the large company under penalty of being 
criticized for holding up defense produc- 
tion.” 

Private managements also come in for 
their share of criticism for being too eager 
to protect themselves, but “the Commit- 
tee nevertheless believes that without the 
practical suggestions of such companies 
the program to increase production would 
be almost a complete failure, because the 
Committee has seen little evidence of 
concrete proposals by the Office of Pro- 
duction Management.” 

Dollar-a-year men. Employment of top 
OPM officials at a dollar a year or without 
compensation is condemned, particularly 
when these officials continue to draw sal- 
aries from their private firms. The Com- 
mittee reports that 255 dollar-a-year men 
and 631 w.o.c. (without compensation) 
men are now on OPM pay rolls and rec- 





ommends that they sever their connections 
from private pay rolls and accept Govern- 
ment employment at salaries within the 
range offered by the Government for posts 
of similar responsibility. 

In making this recommendation, the 
Committee takes pains to cast no reflec- 
tion on the honesty of dollar-a-year men. 
“On the contrary,” the report says, “the 
Committee believes that most dollar-a- 
year and w.o.c. men are honest and con- 
scientious, and that they would not in- 
tentionally favor big business.” 

The Committee fears, however, that “no 
man can honestly serve two masters.” 
The Senators imply further that a “big- 
business” viewpoint subtly dominates 
OPM policies and that “in a very real 
sense the dollar-a-year and w.o.c. men can 
be termed ‘lobbyists.’ ” 

Labor. On the labor situation, the Com- 
mittee concludes: 


“er 


There is no question but what the de- 


fense program has been very seriously 
handicapped by reason of strikes and 


threatened strikes, and furthermore that 
many of such strikes ought not to have 
taken place. 

“Labor, as well as industry, must as- 
sume responsibility for the meager produc- 
tion of defense articles. Both labor and 
industry have been too much concerned 
with their own interests and too little con- 
cerned with the national welfare. Larger 
wages and profits will be of no use to 
either labor or industry if the war is 
lost.” 

Noting an OPM estimate that 26,000,000 
man-days of work have been lost through 
strikes, the report cites as causes for walk- 
outs: (1) profits of defense contractors; 
(2) competition between the AFL and 
CIO and attempts by both groups to or- 
ganize new workers, and (3) inability of 
top labor organizations to control their 
own local units. 

“Problems as important as the labor 
problem should not be left to solve them- 
selves,” the report contends, “and small 
groups of labor must not be permitted to 
set at naught agreements made by labor 
after months of negotiation with industry 
and Government and approved by the 
majority. For that reason the Committee 
believes that legislation with respect to the 
labor problem should be given careful 
consideration.” 

Before stating its conclusions on the 
labor problem, the report submits details 
about the soft coal strike, the West Coast 
shipbuilding strike, and the case of the 
Currier Lumber Co. of Detroit. 

Soft coal strike. Chief cause of this 
strike was the wage differential that cus- 
tomarily prevailed between Northern and 
Southern mines. Wage increases of $1 a 
day for miners were offered by both op- 
erators, but Northern >perators vanted 
the differential erased. 

The committee was prepared to »sropose 
a settlement of the strike, but the pro- 
posal was never submitted because a strike 
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settlement was reached on the same day. 
The matter of wage differentials was arbi- 
trated in favor of the union. 

West Coast shipbuilding strike. This 
strike was called by machinists after the 
President proclaimed an unlimited national 
emergency. The walkout was condemned 
by the Secretary of Labor and repudiated 
by William Green, AFL president. “Con- 
sequently,” says the report, “even if there 
had been no stabilization conference and 
no agreement upon zone standards, there 
should have been no stoppage of work.” 

The Committee finds that the original 
cause of the strike was the machinists’ 
insistence upon higher payments than 
those provided in zone standards, but that 
eventually it developed into a strike for 
a closed shop. The report comments: 

“Under all circumstances involved here, 
the Senate Committee is of the opinion 
that the zone standards agreed upon after 
such an extended investigation and ne- 
gotiation should have been accepted and 
that the locals of the labor unions in ques- 
tion should not have used the desperate 
need of the United States for ships as a 
weapon to obtain closed-shop conditions 
where for 25 years no closed shops have 
existed. 

“The strike was finally settled on June 
30, 1941, after the Bethlehem Steel Co. 
signed the stabilization agreement, grant- 
ing a closed shop where none had ever 
existed before. The machinists did not gain 
their demands for $1.15 per hour with 
double pay for overtime, but accepted 
the $1.12 rate and the time-and-one-half 
overtime provision as provided by zone 
standards ... 

“Thus, the strikers lost on the issues for 
which they professed to be striking and 
won on the issue of the closed shop. 

“This made a precedent that caused 
difficulty when the captive coal mine strike 
threatened to interfere with steel produc- 
tion, and the National Defense Mediation 
Board made a similar decision there, after 
having first proclaimed that the exigencies 
of defense should not be used to obtain the 
closed shop.” 

The Currier case. This case involves the 
acceptance or rejection of a low bid for 
defense houses because the bidder’s work- 
ers belonged to the wrong union. It has 
not yet been decided, but the Senators 
promise to check on the situation and press 
for a decision. The report notes: 

“Briefly stated, the facts were: A re- 
sponsible company had made a low bid 
which it had prepared to perform and was 
capable of performing if not illegally in- 
terfered with, and Mr. Hillman had ad- 
vised that it be denied the contract and 
that the taxpapers pay several hundred 
thousands of dollars more because Mr. 
Hillman feared trouble from what he 
called irresponsible elements in the Ameri- 
can Federation of Labor. He feared such 
trouble because Currier had operated for 
years as a nonunion man and had had 
serious strikes and because the AFL con- 
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sidered his recent contract with the CIO to 


be a subterfuge to defeat organization by 
the AFL.” 

The report adds that John M. Car- 
mody, then Federal Works Administrator, 
reserved the right to decide the case him- 
self, but that no decision was made. Rea- 
son for the indecision is ascribed to the 
fact that Mr. Carmody expected soon to 
resign his post and “did not desire the 
responsibility of deciding a subject over 
which so much controversy had _ been 
raised.” The Committee said further that 
this action constitutes an exception to 
Mr. Carmody’s reputation for prompt de- 
cisions and that he ought to have decided 
the matter. 

These labor cases were cited as examples 
of the general labor problem that sprang 
from the defense effort. The Committee 
observes, however, that, since Pearl Har- 
bor, strikes have almost disappeared. 

Shipbuilding. Under the defense pro- 
gram, Navy vessels are being constructed 
70 per cent in private yards and 30 per 
cent in Government-owned yards. Before 
the emergency the ratio had been 50-50, 
but Admiral S. M. Robinson explained to 
the Committee that private yards could 
be expanded more rapidly than Navy 
vards. 

The Committee could find no accurate 
comparative data between private and 
public shipbuilding costs and suggested 
that Navy accounting be revised so that 
cost facts could be uncovered. Without 
such data, no definite findings could be 
disclosed, but the Senators expressed the 
opinion that the Navy has been extremely 
liberal with private shipbuildings. 

One shipyard representative told the 
group that the Navy offer “gave us a 
profit of $1.80 a day on every man we 
had, and I think we had around 35,000. 
If it hadn’t been for taxes, we could have 
handled our profits with a steam shovel.” 
When the Committee indicated an inten- 
tion to investigate ship conversion work, 
the report points out that a number of 
companies voluntarily requested reduced 
payments. 

In reviewing Navy contracts, the Com- 
mittee concludes: 

“The fee plus possible bonus bore no re- 
lation whatever to the average net profits 
of the companies during the period from 
1936 to 1940 . . . The Committee be- 
lieves that these fees and bonuses are 
excessive and that it should not have been 
necessary to give so huge a reward to the 
private shipbuilding companies.” 

Maritime Commission. In contrast to 
other Government agencies, the Maritime 
Commission receives virtually a clean bill 
of health from the Senate Committee. The 
merchant ship program, launched in 1937, 
proposed a fleet of 500 vessels in 10 years. 
Since then this program has been expanded 
to include the long-range program of 500 
ships; accelerated production to turn out 
from 50 to 100 cargo ships a year; a 
Liberty fleet of 200 cargo ships and lend- 


lease orders for 300 more vessels and ex. 





panded production of ore carriers, tugs, 
tankers and barges. 

The program thus had grown from 
production of 500 ships in 10 years ty 
1,600 vessels by the end of 1943. The re 
port states: “The Maritime Commissioy 
had originally hoped to receive deliveries 
at the rate of one ship a day by January |}, 
1942. Due to inability to obtain necessary 
shipyard facilities, steel and machinery 4s 
required, this goal was not attained.” 

Reason for this failure is ascribed to q 
shortage of approximately 130,000 tons of 
steel and sporadic shipyard strikes. Hoy. 
ever, the report concludes that the mer. 
chant ship program is well along and “the 
Committee believes that the Maritime 
Commission is prepared to complete ves. 
sels as fast as the labor and materials for 
the work thereon can be furnished.” 

Finally, the Senators state: “The cost 
of the shipbuilding program is great, but 
considering the necessity for ships, the 
conditions under which they had to bk 
built and the high prices paid simultaneous. 
ly by the Navy Department in connection 
with its program, the Committee is of the 
opinion that the Maritime Commission has 
done a good job.” 

Automobiles. In contrast to the prais 
for the Maritime Commission, the Senator 
deliver a sharp rebuke to the automobile 
industry. The report sets forth that, short- 
ly after OPM was created, much was mate 
of this nation’s vast reservoir of machine 


; : 7 al cl 
tools, “but, instead of requiring utilization i 


of such tools for the defense program, 
further announcements were made to the 
effect that automobile plants could not 
produce tanks and airplanes and that it 
was advisable and necessary to build new 
plants for that purpose.” 

As a result, the Committee points out 
that 1941 automobile output beat all ree- 
ords except that of 1929 and in the proces 
consumed 18,842 tons of aluminum, 120, 
140 tons of nickel, steel and vast quantities 
of zinc, copper, lead, chromium and tin 

The report observes further: 

“The automobile companies have shown 
great. skill and ability in building the new 
plants necessary to perform these ‘side 
line’ contracts (defense orders) , and in as 
sembling the tools and organization with 
which to operate such plants. But their 
record of performance from the standpoint 
of delivering finished articles is most u- 
impressive.” 

Total value of defense deliveries by the 
end of 1941 by the auto industry’s “big 
three” producers is placed at $404,612,000, 
but, if cars and trucks are excluded, the 
report finds “the automobile industry’s a- 
tual deliveries to the Government for de- 
fense have been only $266,303,000.” 
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Conversion. The Senators take notice iF ¢, 


added OPM orders placed with the auto 
mobile industry, to be completed by cot 
verting all resources to war work, a 
comment that “the inability to obtain rub 
ber and tin and other scarce materials dur 
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ing the war makes such conversion imperi- 
tive and the Committee has no doubt that 
the industry will now-proceed expeditious- 
ly with conversion.” 

‘The Committee also promises that “after 
the program of conversion of such plants 
has had sufficient time to get under way,” 
it will ask representatives of automobile 
companies to explain the basis for their 
contention that “they should be given 
millions of dollars to spend over months 
of time to create entirely new plant facili- 
ties instead of being required to convert 
a substantial part of their existing facili- 
ties to defense production.” “Now, when 
war makes automobile business impossi- 
ble.” says the Committee, “they take the 
position that the plants can in fact be 
converted in a relatively short time.” 
On the labor-management controversy 
that arose in Washington when conversion 
first was discussed, the report says: 

“The Committee does not take the posi- 
tion that labor or representatives of labor 
have the right to dictate to the automobile 
manufacturers how they should run their 
business, but it does believe that labor 
necessarily had and has valuable knowl- 
edge with respect to the operation of such 
plants and the possibilities of converting 
them. The Office of Production Manage- 
ment should obtain facts from both the 
producers of automobiles and the repre- 
sentatives of automobile labor, but in the 
final analysis should make its own de- 
cisions independently of either and should 
see to it that such decisions are promptly 
and effectively carried out.” 

Defense housing. Confusion, bickering 
and personal jealousy were found by the 
Senators in the defense housing program. 
Engaged in defense housing projects are 
found to be some 10 Government agencies, 
plus a number of private builders. In re- 
gard to the program, the report finds: 

“Tt is essential for the most effective 
operation of the program that the Co-or- 
dinator of Defense Housing and the Fed- 
eral Works Administration work harmon- 
iously in order that the maximum efficien- 
cy be achieved. However, the opposite 
was found to be the case. The Commit- 
tee found that there was a private feud 
raging between the Federal Works Ad- 
ministrator and the Co-ordinator of De- 
fense Housing which hampered effective 
administration. Ordinarily the Commit- 
tee is interested in methods and not in 
personalities, but since this clash in per- 
sonalities has had this decided effect on 
the defense housing program, the Com- 
mittee must condemn it most vigorously.” 

One reason for this clash, the Commit- 
tee suggests, may be found in the dupli- 
cation in the executive orders which es- 
tablished the Office of Defense Housing 
Co-ordinator and the Lanham Act which 
gave FWA authority to engage in de- 
fense housing construction. The Com- 
mittee recommends an amendment by the 
President to the executive order establish- 
ing the Co-ordinator “so as to insure that 
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there will be no encroachment by the Co- 
ordinator on the jurisdiction of the Federal 
Works Administrator.” 

Projects. Further criticism of defense 


housing is lodged against the projects 
themselves. Units constructed by the 


Public Buildings Administration are said 
to be “barrack-like,” and the report rec- 
ommends that more care be given to plan- 
ning future construction “so that they can 
fit in and become part of the general com- 
munity pattern.” The Senators also com- 
plain of high costs and recommend an end 
to cost-plus-fixed-fee contracts. They add: 
“No intelligent reason can be advanced as 
to why the defense housing agencies should 
not have necessary plans and specifications 
drawn up to meet a long-range housing 
program.” 

Priorities. “Red tape, inefficiency and 
duplication” are found in_ procedures 
adopted for a defense housing priorities 
program. The report says: 

“As a result of the failure to institute 
a priority plan for construction materials 
until Sept. 19, 1941, the progress of the 
defense housing program not only was 
seriously impeded, but stoppage resulted 
on numerous projects. Bidders on lump- 
sum contracts for defense housing con- 
struction scaled bids higher than they 
would if a priority rating could have been 
secured and, as a result, the Government 
is paying generally more on lump-sum con- 
tracts entered into prior to September 19 
than should have been the case. 

“The delay in getting a priorities pro- 
gram under way has been due to inexcus- 
able indecision and inactivity on the part 
of the Office of Production Management. 
The interminable conflict between the Co- 
ordinator and the Federal Works Admin- 
istrator as to the relative position each 
would occupy in the public housing prior- 
ity program only augmented this inde- 
cision.” 

Raw materials. OPM delay in antici- 
pating an aluminum shortage the Com- 
mitee finds duplicated in copper, lead and 
zinc. Not until last July was an acute 
situation in copper recognized, and not 
until October was anything done about it, 
the report states. Because of the haste in 
providing for expanded copper output, 
small producers were given little attention. 
The zine and lead situation was found to 
be better than that in copper, but the re- 
port sets forth: 

“The Committee concludes that the Of- 
fice of Production Management failed to 
realize the necessity of increasing produc- 
tion of copper, lead and zine until long 
after the probability of shortage was ap- 
parent and that it did not take then, and 
has not yet taken, adequate steps to in- 
crease production so as to assure (1) suf- 
ficient quantities for military use, and (2) 
as great a quantity as possible for the 
civilian economy.” 

Camp construction. The Committee also 
reported at length on the waste, inefficien- 
cy and skyrocketing costs of Army camp 





construction. In brief, the report cites as 
causes of increased cost: lack of adequate 
initial plans; lack of adequate organiza- 
tion; inexperience on temporary construc- 
tion; lack of War Department experience 
with projects of such size; the need for 
speed, “haste makes waste”; enlargement 
of facilities after original estimates were 
made; increased material costs; increased 
labor charges, plus some labor inefficiency; 
abnormal working conditions; construc- 
tion difficulties in remote areas and the 
use of cost-plus-fixed-fee contracts. 

Lobbies. Existence of lobbyists pretend- 
ing to be able to obtain defense contracts 
is noted by the Committee and business- 
men are asked, when approached by such 
“peddlers,” to inform the Senators. 

“The practice,” says the report, “is dif- 
ficult to expose and eliminate, because the 
businessmen who are duped by it hate to 
admit their avarice led them to attempt 
what they thought was bribery of Govern- 
ment procurement officers. In cases where 
they obtain no contracts, they seldom have 
a way of proving the attempted extortion.” 

“The Committee believes that legisla- 
tion to alleviate the evils inherent in lob- 
bying should be studied. One of the mem- 
bers of the Committee (Senator Hatch) 
has introduced a bill to prevent former 
Government officials from practicing be- 
fore the Government for two years after 


they leave the Government. Another 
member of the Committee (Senator 
Mead) has recommended (1) that the 


Government establish an adequate clear- 
ing house of information, probably through 
the Division of Contract Distribution, so 
that small businessmen, without hiring 
lobbyists, can get the type of information 
now available to large companies who loan 
dollar-a-year men, and (2) that those who 
act or purport to act as intermediaries, or 
advisers should be required to register 
with a bureau or agency of the Govern- 
ment and state the terms of their employ- 
ment and the compensation which they 
are to receive under penalty of being sub- 
jected to criminal punishment.” 

Despite the lag and inefficiency found 
in the defense effort to date, the Commit- 
tee nevertheless is not discouraged about 
final victory. On this point, the report 
states firmly: 

“The Committee believes that the war 
and defense program not only will pro- 
duce sufficient supplies for the defense of 
the nation, but that it will produce sup- 
plies enough to enable the United States 
to take the offensive and to win the war. 
We must take the offensive eventually be- 
cause wars are not won on the defensive. 

“The Committee, however, wants the 
war to be won as soon as possible and at 
a minimum expenditure of life and proper- 
ty. Carelessness and inefficiency have al- 
ready cost us a great deal and, if con- 
tinued, can cost us much more, even 
though in the long run we will win the 
war because of the sheer extent of our 
resources.” 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened” 


GEORGE WASHINGTON 
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UNPLEASANT TRUTH—Chapter Two 


By DAVID LAWRENCE 


Last week there was presented on this page some 
excerpts from the pages of The United States News 
telling of inadequacies in our defense outlook as of the 
summer of 1940. 

On pages 14 through 17 of this week’s issue will be 
found a digest of the latest report of the Senate Com- 
mittee Investigating National Defense, of which Sena- 
tor Truman of Missouri, Democrat, is chairman. 
It reveals some of the same defects as still existent. 

Herewith are presented also excerpts from a report 
made by Representative Faddis of Pennsylvania, 
Democrat, and his colleagues constituting a majority 
of a special committee of the House Committee on 
Military Affairs. This report was filed in the House on 
July 21, 1941—nearly five months before the Pearl 
Harbor tragedy: 

“The activities on the part of this committee have 
been engaged wholly with ascertaining of facts. There 
has been no effort to conduct a witch hunt nor has 
any attempt been made to crucify any individual. 
Furthermore, there has been no desire for any pub- 
licity, as this testimony was all given in executive ses- 
sion. As this committee sees it, the failures before 
mentioned are as follows: 

“(1) Failure on the part of Congress, the Admin- 
istration, and the public to initiate a stock-pile pro- 
gram at an earlier date. 

“For several years only a minority of Government 
officials, technical organizations, and far-sighted 
Members of Congress have had sufficient vision to 
foresee the present situation in respect to raw ma- 
terials. Only through persistent effort was this 
minority successful in helping to enact legislation 
which we now have in Public, 117 and Public, 664. 

“Emphasis over the past few years has been made 
on social reform rather than national security. As a 
nation we seem to have forgotten that without national 
security social reform might well prove meaningless: 

“It is quite obvious that the mind of the Admin- 
istration, Congress and the nation was primarily 
geared to matters pertaining to the struggle with the 
depression. Therefore, the pleas and programs of those 
who saw the gathering storm and the necessity for a 
rearmament plan went unheeded. When it became 
possible to get this program under way, its urgency 
was then so imperative that it was crowded upon the 
Army and Navy and those departments of Govern- 
ment charged with the synchronization of our indus- 


trial capacity with our rearmament program, s 
rapidly that it was impossible for them to absorb; 
efficiently. It is obvious that neither the Army ay 
Navy nor the OPM could estimate their requirementi:.: 
especially of aluminum, until they were aware of th 
numbers, design and size of planes to be constructej 

“Even after the enactment of legislation the Co 
gress made but a feeble protest against the parsimor 
of the Budget Bureau in allowing but an initial appn 
priation of $10,000,000. 

“Consider this figure in the line of present estimatg 
which run into the billions. 

“(2) Failure to entrust to a responsible head t 
full authority to carry out the will of Congress in thd 
legislation enacted. 

“It was painfully apparent throughout the testimont 
given before this committee that a lack of coordinatioly 
and absence of a responsible head with authority ang 
power to fix responsibility in this as well as in othe 
matters, has been largely responsible for the deficien 
cies we now are experiencing all along the line. Th 
Administration has been too prone when difficul 
problems arose, to easily dispose of them by creat 
another board, only to add to the confusion of th 
assortment of agencies we now have. We are n0 
plagued with and will continue, evidently, to } 
harassed because of the absence of a coherent organi 
zation. We are over-blessed with boards and comnit 
tees and with a legion of liasion officers feeling th 
necessity of consulting first with this or that agency 
All of this has resulted in a deadly consuming of tim 
and in the end we still have a divided authority. 

“(3) Failure of a sense of urgency on the part 
officials of purchasing organizations. 

“In spite of our supposed ingenuity as traders, ¥ 
have persisted in using out-moded methods of p 
chasing while the Axis Powers were adopting a reali 
tic approach. 

“In the case of the Procurement Division of ti 
Treasury, it might be stated this agency is hampée 
for the following reasons: (1) Statutory restriction 
placed upon it by Congress itself; (2) Failure‘ 
prompt appropriations; (3) Too rigid specificatiom 
presented to it by various Government organizationgnd \ 
(4) Delays in requests for purchases by various # hat 
visory agencies. NES 

“The result of all this has been that as of the da Tl 
of June 14 but 60 per cent of the appropriations hampitie 
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graM, Ween obligated and of the purchases made a distressing 
absorb @umber of deliveries have yet to be made. 

rmy an “However, we believe that if the Procurement Di- 
irement{¥ision had promptly asked for alleviation of such re- 
are Of tirictions as have been imposed upon it in the past, 
istructenowing full well the urgency of the situation, such 
the Coufeief, no doubt, would have been granted. 

arsimong (4) The delay in establishing conservation methods 
al apptilind the use of substitutes for fear of creating unem- 
loyment. 

estimate] “We do not wish to single out the automotive indus- 
assan example because we realize fully its vital 
head t in our industrial and civil life, but this industry 
‘ess in thas too long allowed to consume sorely needed de- 
nse materials in this first year of our defense effort. 
testimonffhis industry has had a decided impetus under the 
ordinatiaist year and has used raw material in a quantity 
1ority atfixceeded only by a boom year of 1929. Since the 
s in othdfeeds of this industry are those almost identical with 
e deficienfhe furtherance of the defense program, some vision 
line. Thfhas needed by our Government officials to restrict 
1 difficul§utomotive activity. 

y creatig§ “Our Government agencies are not amateurs in the 
ion of tihethods of propaganda but they have failed in that 
> are ni@mey did not long ago begin educating the public as 
‘ly, to Mthe necessity of not squandering the materials used 
nt orgatim our defense effort. 

d commit “(5) Unwarranted delays in building plants and 
feeling tifkcilities for the conversion of raw materials into fin- 
at agencyphed products. 

ing of tim§ “We have long known that the present war is a total 







rity. ar and a war of movement rather than position. We 
the part @now that this war is a deadly consumer of machine 
nd material, and our experts in industry and Gov- 
traders, wmnment have been too complacent in allowing us to 
ds of pulfave no fear of a shortage for our wartime needs. 
ng a reali “It should have been foreseen a long time ago that 
his Nation, which is wholly dependent on sources 
sion of tifali-way around the world for crude rubber, should 
; hampert#ave made some effort to promote the synthetic-rub- 











restriction 
Failure ¢ 


tt industry. Only at this late date have steps been 
én to improve this situation. The four plants that 
vecificatiomave been authorized to be built by Government ‘unds 
ranizatiomgda Operated by private industry, are pilot plants 
arious «at cannot produce results in appreciable quan- 
ties for some time to come. 
of the da§ “There has also been neglect in increasing the fa- 
tions havfllities for the making of pig iron and steel, principally 











because we could not or would not give definite as- 
surance to industry as to what it might expect from 
a wartime expansion of its plants. The situation in 
regard to aluminum is more critical still. The alu- 
minum industry relies on power—electric power. The 
unwillingness of some Government officials to pro- 
vide hydroelectric energy from its own dams in such 
an emergency as exists today, is at least short-sighted. 
Whatever may be the merits of any controversy be- 
tween so-called monopolies and the Administration, 
this committee finds, that during an emergency of 
this kind, this fact is outstanding, that this is no time 
to squabble over monopoly nor attempt to place 
blame, when planes are so sorely needed. 

“The effect of shipping shortages in the program for 
the acquisition of strategic and critical raw materials. 

“The history of the shipping situation in regard to 
rubber is a glaring example of the ineffectiveness of 
our present set-up in the handling of this transporta- 
tion problem affecting the bulky strategic raw ma- 
terials. ... 

“It is the opinion of the committee that there has 
been a lack of appreciation on the part of the Mari- 
time Commission, as well as on the part of the indi- 
vidual ship operators, British as well as American, of 
the urgent need for the accumulation of stock piles of 
strategic raw materials for use in the defense program 
of the United States. It appears from the evidence 
that more effective methods of control of shipping by 
the Maritime Commission or other .Government 
agencies were not considered necessary until far too 
late a date. ...” 

No comment is necessary other than to state that 
the name of the present Commander in Chief of the 
Army and Navy is the same as that of the Presi- 
dent of the United States. Under the Constitution 
he has been granted full executive power of admini- 
stration. 

Likewise it may be important to point out that the 
Congress of the United States for the last eight years 
has been and still is controlled in both houses by the 
Democratic Party. 

Under our system of government—unlike that of 
the British democracy—the Chief Executive cannot 
be displaced until January 1945 whatever his mistakes. 
The control of both houses of Congress can, of course, 
be changed in January 1943 by an election to be held 
in November of this year. 
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The United States is just beginning to gear its energies 
to war. As the Pictogram shows, this nation now is put- 
ting only about one-quarter of its effort into war and 
production for war; three-quarters of the national effort 
still is going to goods and services for civilian needs. 

Britain, by comparison, is directing half the energies 
of its people to war work. 

Greater Germany has geared its economy to the point 


where 60 per cent of all its effort goes toward winning 
the war for the Nazis. 

Japan’s war economy requires a comparable effort 
from the Japanese people. 

With its quarter-effort, the United States is pouring 
about $500.000,000 a week into the war, building a mili- 
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tary machine at the rate of just over $25,000,000,000 a 
year. 

Germany, with more than twice that proportionate 
effort, is able to put only $24,000,000,000 a year into the 
war. 

Japan, a relatively poor country, has a national income 
of less than $8,000,000,000—approximately one-twelfth 
that of the U.S. Today, by channeling 60 per cent of its 
entire energies into war work, Japan is still unable to put 
more than $6,000,000,000 annually into its effort. 

Now the United States is beginning to step up its war 
effort. President Roosevelt has asked that this effort be 
doubled. He is calling for war expenditures at a rate of 
more than $50,000,000,000 annually. And even at this 
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level—which will almost double the combined results of 
Germany and Japan—only half the total national pro- 
duction will be required for war work. 

The redoubled production effort and the redoubled 
rate of building a war machine do not automatically 
assure the United States of overwhelming her enemies 
through preponderance of men or material. 

This country is starting its war effort almost from 
scratch. In September, 1939, the United States Army— 
officers and men—numbered fewer than 200,000. Equip- 
ment was even lower in proportion. The Axis countries 
have been years in preparing for war. Germany has been 
at it nine years, Japan for almost ten. 

Both Germany and Japan have drawn heavily upon 
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the United States for help in their war preparations. Both 
nations filled warehouses and built up stock piles of prod- 
ucts made in American factories. Without American oil 
and steel and machine tools and design, Japan would have 
no aviation and a much smaller steel industry with which 
to furnish her war machine. 

The United States first must catch up with the head 
start that Japan and Germany had in producing for 
war. Britain has been trying to catch up ever since 1939. 
But, inevitably, this country will catch up if it turns its 
efforts to war on the scale sought by the President. 

Japan’s and, to a lesser extent, Germany’s war equip- 
ment is irreplaceable. In both countries, stores are limited 
and facilities to replace used-up stocks are restricted. 
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ro aad Con of National Issues. 


TAX PROPOSALS: PRESS VIEWS 


Warning Against Imposts for Punitive Purposes or to Aid Reform 


Comment divided on merits 
of raising revenue by sales, 
pay-roll and income levies 


President Roosevelt’s request for an ad- 
ditional $9,000,000,000 in tax revenues for 
1942 is accepted by the commenting press 
as essential, but there is difference of 
opinion as to how the money should be 
raised. 

Some editors argue in favor of sales and 
pay-roll levies. Others urge revision of 
corporation taxes and higher rates on in- 
come. Several newspapers warn against 
imposition of taxes for punitive purposes 
or to advance reforms. 

“The American public would better pre- 
pare itself for taxes of every character,” 
the Cleveland Plain Dealer (Ind. 
Dem.). “The time has passed when it is 
practicable to consider alternative forms 
of taxation or to formulate a tax policy on 
the basis of any other consideration but 
the imperative need for revenue.” 

“A tax or system of taxation which dis- 
courages or interferes with production is 
a deterrent to victory,” asserts the Wall 
Street Journal (Ind.). “The job ahead is 
to collect the last possible penny in reve- 
nue, but to collect it in such a way that it 
will not throw the industrial and business 
structure out of gear. For seven years in 
this country we tried to combine the twin 
objectives of recovery and reform. We did 
not achieve recovery. No more, in our 
opinion, can we mix the objectives of re- 
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Russell in Los Angeles Times 
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form and a military victory in this war. 
The sooner we realize that, the shorter 
will be our road through the valley.” 

The Buffalo (N.Y.) Evening News 
(Ind. Rep.) says: “Unless Congress adopts 
wise and equitable tax policies to raise as 
large a share of war costs as possible from 
the present record national income, the 
country will be saddled with an unmanage- 
able debt that may lead to economic col- 
lapse after the war ends.” 

Warning that “we are going to get so 
much taxation that nobody will like it,” 
the New York Post (Ind.) declares: “We 
can imagine no way in which any Ameri- 
can could make himself more highly un- 
popular, and more thoroughly harmful to 
our unity, at this time, than by an all-out 
fight to get exactly the kind of tax legisla- 
tion he likes.” 

The Chicago Daily News (Ind.) agrees 
that taxes must be equitable and believes 
that Congress is faced with a hard task 
in attempting to frame satisfactory legisla- 
tion. “To economize in all nonessentials,” 
says the News, “to determine how great a 
tax load can and should be borne by all 
classes without crippling the economic life 
of the nation, to estimate what part of the 
necessary funds can properly be raised by 
borrowing, and what part by taxes, and 
to do all this with judgment, fairness and 
firmness, without any other considerations 
except that of the speedy winning of the 
war, will call for all of the character and 
all the statesmanship that Congress can 
muster.” 
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Bishop in St. Louis Star-Times 


Summarizing various tax proposals and 
concluding that a sales tax might be de. 
sirable, the Detroit (Mich.) Free Pres; 
(Ind.) asserts: “Any tax that takes money 
out of peoples pockets is anti-inflationary, 
The revival of the dispute between the 
Administration and Congress over the 
basis of corporate taxation is likely to be 
obstructive rather than constructive. The 
proposal to use Social Security funds to 
help finance the war has been widely chal- 
lenged as a dangerous subterfuge. The 
general manufacturers’ sales tax has been 
widely indorsed by economists. If justified 
eventually, as Mr. Roosevelt admits, why 
not now?” 

The Washington (D.C.) Post (Ind 
argues that a sales tax has much to con- 
mend it at present and declares: “There 
is no reason why Congress should fight shy 
of sales taxes, as if they were a strange 
and evil innovation. In 1940, sales taxes 
of one kind or another provided nearly 40 
per cent of all State revenue. As an emer- 
gency measure, a general sales tax would 
have the great merit of producing substan- 
tial revenues and limiting customer buying 
without resort to outright restrictions.” 

“Probably a pay-roll deduction would be 
about the least painful,” suggests the Ra- 
cine (Wis.) Journal Times (Rep.), “and 
assure the raising of a definite amount 
For the great mass of salaried people and 
wage earners it would be assurance that 
they would have their federal taxes, if 
they earned enough to pay such, taken 
care of.” 
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Pre and Con of National Issues 





Senate Bill to 
Control Prices: 
Editors’ Reaction 


The price-control bill as passed by the 
Senate is assailed by a large majority of 
the commenting newspapers as politically 
inspired and destructive of Administration 
objectives. The provision in the bill that 
would attempt to tie farm prices to in- 
dustrial wage levels is condemned as high- 
ly inflationary. 
‘Editors in the minority assert that spe- 
cial benefits for farmers are well deserved 
and will assure adequate food supplies for 
the United States and the Allies. 
In support of the majority view, the 
Boston (Mass.) Christian Science Moni- 
tor (Ind.) observes: “Farmers have al- 
ways complained bitterly whenever they 
suspected that speculators were controll- 
ing unfairly or by trickery the prices they 
received for their products. The farm bloc 
in Congress is laying a basis for consumers 
to complain with equal fervor that they 
ye being unmercifully gouged on the 
rartime price of foods. The farm politi- 
dans have just succeeded, with brazen 
vifishness, in knocking any reasonable 
ceiling on farm products out of the Ad- 
ninistration’s. price-control bill.” 
The Pueblo (Colo.) Star Journal (Ind.) 
declares: “This whole development has 
ben the result of politics back home. 
The farm bloc is a minority bloc, but it 
has tremendous influence. And there is an 
dection coming up this year for all mem- 
bers of the House and one-third of the 
members of the Senate.” 
Similarly, the Newark (N.J.) Evening 
News (Ind.) contends: “With the nation 
at war, the Senate performance is a dis- 
gaceful exhibition of political action.” 
The Miami (Fla.) Herald (Ind. Dem.) 
adds: “The original Administration bill 
was none too realistic. Whatever teeth it 
bad, the House extracted them utterly. 
The whole thing is sicklied over with the 
cast of politics.” , 
The New York Herald Tribune (Ind. 
Rep.), declaring that the provisions of the 
Senate bill are unfair to the public, states: 
‘The action of the Senate in tacking the 
*alled O'Mahoney amendment on the 
Administration’s price-control bill repre- 
vented nothing less than a breach of faith 
with the American public at one of the 
most critical moments in the nation’s 
ry.” 

Asserting that the bill reveals a danger- 
ous tendency toward favoritism, the New 
ork Times (Ind. Dem.) declares: “In- 
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stead of a price-curbing measure, the Sen- 
ate bill should be called a bill to push up 
prices, a bill to promote inflation. Disturb- 
ing enough in their special effects, the 
farm provisions are still more disturbing 
as a symptom. The Senate majority, in 
effect, tells one group—the farmers—that 
this is their big opportunity to get rich— 
to get not only their highest prices in 
many years, but higher relative prices 
than many of them have ever known. This 
can only encourage and provoke other 
groups to press for special privileges.” 
On the other hand, the Richmond (Ind.) 
Palladium-Item (Rep.) commends the 
Senate’s action, declaring: “It is encourag- 
ing to find the Senate so alive to the in- 
terests of the farmers and ready to resist 


Batchelor in New York Daily News 
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further encroachments of the Executive 
on the legislative prerogative.” 

“The action of the Senate in adopting a 
price-control bill in which the farmer is 
given due consideration is a matter of great 
satisfaction,” comments the Macon (Ga.) 
Telegraph (Dem.). “It reflects at once the 
intelligence and the indepenuence of the 
chamber and, when the bill is ironed out 
in conference to reconcile it with the meas- 
ure recently passed by the House, it is 
hoped that the latter takes the same com- 
monsense view. Now that farm prices have 
been tied to the wage scale, the proper 
thing to do is to prevent inflation by plac- 
ing a ceiling on wages, which have been 
skyrocketing ever since the emergency be- 


a ” 
gan. 


Seibel in Richmond Times-Dispatch 
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What Part Should Taxes, Borrowings Play 
In Meeting Our Huge Expenditures for War? 


Fred Rogers Fairchild 


New Haven, Conn.; Professor of Economics, 
Yale University; Past President, National 
Tax Association; Chairman, Connecticut 
Temporary Tax Commission, 1933-34, 


answers: 

There is no such predetermined propor- 
tion. Here is the way to do it: 

(1) Estimate the total year’s expendi- 
ture, keeping nondefense expenditures to 
the minimum set by necessity and avoid- 
ing waste and extravagance in defense ex- 
penditures. 

(2) Raise the maximum that be 
raised by taxation, subject to these con- 
ditions: (a) Taxes shall not seriously dis- 
courage investment and national produc- 
tion; (b) taxes shall not jeopardize the 
American economic 
freedom, private property, free enterprise, 
and democratic government; (c) the tax 
burden shall be equitably distributed. 

(3) Borrow the balance. Then 
late the resulting ratio of taxes to loans. 


can 


system of personal 


calcu- 


Hugh S. Magill 


Chicago, Ill.; President, American Fec' 
tion of Investors, Inc., 
answers: 

We approve 
previous recommendation that, of the pro- 
posed $22,000,000,000 to be raised, two- 
thirds of that amount should be secured 
from taxation and one-third by borrowing. 
On the $50,000,000,000 ex- 
penditure, it seems humanly impossible to 
adhere to that proportion. Any attempt 
to do so might be thwarted by the law of 
diminishing returns. It would seem more 
reasonable for the Treasury to undertake 
to raise not to exceed $25,000,000,000 by 
taxation, provided the remainder needed 
could be secured by borrowing. 


era- 


Secretary Morgenthau’s 


basis of a 


W. G. Query 


Columbia, S.C.; Chairman, South Carolina 
Tax Commission; Former Secretary of the 
National Tax Association, 

answers: 

Any new tax bill should be predicated 
upon a substantial increased cost in living 
which will bear heavily on lower and 
middle-bracket-income and un- 
less the armament industry can bear a 
larger proportion of the tax bill than here- 
tofore, the major portion of the proposed 
increased war effort ‘should be financed by 
borrowing. 


citizens, 


24 


Question of 
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-———_— —_ 
With the United States facing 
war expenditures of more than 
$50,000,000,000 during the fiscal 
year starting next July 1, the ques- 
tion has arisen as to what propor- 
tion of this sum should be raised 
through taxation. President Roose- 
velt, in presenting’ an over-all 
budget of $59,000,000,000, has 
suggested that somewhat less than 
half of this amount be raised 
through taxes, the balance through 
borrowings. To obtain a cross sec- 
tion of opinion on this matter, The 
United States News asked out- 


be possible to increase taxes by 
imposing a manufacturers’ and producers’ 
sales tax and readjust income tax rates 
that would produce an additional $5,000,- 
000,000. 


It may 


Charles W. Gerstenberg 


New York City; Chairman, Prentice-Hall, 
Inc.; Ex-President, National Tax Associa- 
tion, 
answers: 
In the order of their urgency, these are 
the requirements of current good financial 
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standing tax experts, economists 


and others this question: 


President Roosevelt says 
this country must spend $50,- 
000,000,000 for war purposes 
in the year beginning next 
July 1. In your opinion, what 
proportion of this huge sum 
should the Treasury raise by 
taxation and what proportion 
by borrowings? 


Answers were printed in last 
week’s issue. Others appear here- 
with. 


avoidance of discouragement o 
enthusiastic production; avoidance of bad 


social distribution of income; avoidance of 


policy: 


severe postwar depression. 

Heavy taxation that does not aim at 
redistribution of wealth instead of at 
revenue—that seems fair, based on ability 
but not on retribution—need not dis 
courage production. 

The question of fair taxation and social 
distribution turns on the quality rather 
than on the quantity of taxes. Postwar 
depressions may from the financial view- 
point be regarded as a problem for the 
future. Let’s tax, really till it hurts, but 
let’s tax for revenue and not for polities 


Walter E. Spahr 


New York City; Professor of Economic 
New York University; Secretary-Treasure, 
Economists National Committee on Mone 
tary Policy, 


answers: 

I should suggest that the tax load nol 
be pressed to the point that will restri¢ 
an expansion of production, since the fir 
thing, in my opinion, is greater production 
The should 
gardless of what the percentage may ke 

If this brings a great expansion in bask 
deposits and a pronounced rise in prices 
then let these things come. They are set- 
ondary to an increased production and 4 
quick winning of the war. 

My guess would be that if $50,000,000; 
000 per year is to be spent, not ove 
$15,000,000,000 of it should be raised by 
taxation within the same year. 


remainder be borrowed, 
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Appointment of production, 
labor boards. Rerouting of 
small claims, bridge bills 


President Roosevelt’s desk is a recepta- 
de for all sorts of odds and ends, from 
trinkets to legislation. It has often been 
called a bottleneck. To it come bills to 
build bridges over navigable streams, bills 
to pay claims for trivial sums, bills to en- 
able America to fight the war. To it come 
the squabbles of Cabinet officers, the 
damor of Congressmen, the roar of an 
American industry and labor anxious to 
get at the big production job, the noise 
of fighting on many a front. Problems pile 
up and multiply, yell loudly for decision. 
Last week, the President began to clear 





& 
—Acme 
MR. WILLKIE AT WHITE HOUSE 
... he was pressed for an answer 


his desk, to break the bottleneck. He asked 
Congress to turn over small claims to 
the Attorney General, bridge bills to the 
Secretary of War. He put the war prob- 
lems of labor into the hands of a board, 
gave the job of producing America’s arms 
to Donald M. Nelson, a_pipe-smoking, 
tven-tempered Middle Westerner. 

This left the President with a little more 
tow room to use in working at the prob- 
lems of grand strategy for the United Na- 
tions. But Congress may not care to lay 
down the power its individual members 
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he President's Weel 
BREAKING OF A ‘BOTTLENECK’ 


Executive’s Moves to Clear Desk for Problems of War Strategy 


have to grant favors to constituents by in- 
troducing bridge and claim bills for them. 
Both the War Labor Board and Mr. Nel- 
son were told they would have plenty of 
power to act. This power finally accorded 
him, Mr. Nelson put a period on his two- 
year leave of absence from Sears, Roebuck 
and Co. He resigned. 

Wendell Willkie, whom the President 
forgot to tell about his plan to name Mr. 
Nelson when Mr. Willkie was a White 
House visitor earlier in the day, had to re- 
write a speech in which he had planned to 
denounce the failure to put production in 
the hands of a single man. Mr. Willkie was 
offered a place as umpire on the Labor 
Board, but indicated that he would de- 
cline it. 

Removal of these chores from the presi- 
dential desk still left Mr. Roosevelt with 
plenty to do. German submarines were 
close. The Japanese were hitting hard. Mr. 
Roosevelt talked with the Russian Am- 
Maxim Litvinov, with British 
and Dutch officials, listened for word from 
the Rio de Janeiro Pan-American confer- 
ence. He conferred with military and naval 
chiefs, worked toward an agreement for 
broad, unified action on both the military 
and economic fronts. 

But numerous other domestic strands 
had to be twisted into the big war cable 
of the United Nations. Mr. Roosevelt’s 
Cabinet was stirred by the congressional 
struggle over price-control legislation. The 
President said efforts to build up prices for 
the farmer would start an inflationary 
spiral. He disapproved amendments that 
would give Secretary of Agriculture Wick- 
ard veto power over prices set for farm 
products, said he could fire both the Price 
Administrator and the Secretary in the 
event of a too-hot dispute. Congressional 
conferees, at the President’s specific re- 
quest, overhauled the bill. A price spiral, 
he emphasized to them, would vastly in- 
crease the cost of the war. 

Already a congressional committee was 
presenting Mr. Roosevelt with a copy of 
its findings that the defense program had 
been shot through with waste, failures, in- 
efficiency and self-interest. Mr. Roosevelt 
told Senator Truman, (Dem.) of Missouri, 
to go ahead with the inquiry. 

Cost must be held down, waste and in- 
efficiency eliminated to get into the field 
the vast new Army Mr. Roosevelt was ap- 
proving. It calls for 3,600,000 men and 
doubling the air and tank forces by the 
end of this year. 


bassador, 
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All of this calls for fast conversion by 
Mr. Nelson of plants now turning out 
civilian goods to the work of making shot 
and shell. In the conversion, many thou- 
sands of persons are being thrown out of 
work. Their woes already had reached the 
ears of Mrs. Roosevelt, who went on the 
trail of William S. Knudsen to see what 
the Office of Production Management 
could do. She got no great satisfaction. Mr. 
Roosevelt called in Sidney Hillman, the 
labor side of OPM, and Paul V. McNutt, 
his Security Administrator, and told them 
to work out a way of caring for these work- 
ers while the plants are being retooled for 
their new war production job. 

In the midst of these worrisome duties, 
Mr. Roosevelt made certain that a busy 
America would not be robbed of its favor- 
ite pastime next summer by the war. He 
wrote Kenesaw Mountain Landis, com- 
missioner of organized baseball, that he 
thought play should be continued. 
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Closed Shop, Wages: Tests for New Labor Board... 
Extra Compensation as Incentive to Job Training |! 





—Harris& Ewing —_— failure of the Board will depend on 

WILLIAM DAVIS the ability of these four to agree 

among themselves and to bring union 

and management representatives into agreement on major 
policies. 


PROCEDURE: In setting up the new Board, President Roose- 


velt laid down required procedure in any labor dispute, as 
follows: Direct negotiations between management and 
union; if that fails, notification of the U.S. Conciliation 
Service, with a federal conciliator given an opportunity to 
settle the dispute; if the dispute still is not settled, the 
Secretary of Labor would refer it to the War Labor Board 
or that agency might take over the case on its own motion. 
The Labor Disputes Section of the OPM Labor Division 
has no formal role in this system. 


POWERS: Once a case has reached the War Labor Board, 


that agency “shall finally determine” the dispute by per- 
suasion, or, if necessary, by decision—its own or an arbi- 
trator’s. The Board has no express authority to penalize 
or to discipline either union or employer that may refuse 
to accept its decision. Possibility remains that the Presi- 
dent will use his powers of seizure against an employer, 
or a “work or fight” order against recalcitrant unions. 
Both those methods were used by President Wilson to en- 
force decisions of the War Labor Board of 1918. Possi- 
bility also exists that a blacklist will be used as an en- 
forcement weapon. 


CLOSED SHOP: In nine of the first ten disputes to come 


before the new Board, compulsory unionism in some form 
is demanded. Pressure is on the Board from Congress to 
take a stand against the spread of compulsory unionism 
during the war and from the unions to permit it. The 
Board itself is divided on the issue. Six members served 
on the old Mediation Board which granted a closed shop 
in one case aml recommended compulsory maintenance of 
union membership in several others. Because of the diffi- 


by Congress or by executive order; a clear-cut wage 
policy should be laid down, but none will be. 


Labor Draft. Conscription of labor to do the vast pro- 

duction job demanded by the President may 
be required. Plans to draft a working force have been drawn 
and now are resting in Government files ready for use. That 
much is admitted by labor supply officials. But so far there 
is no immediate consideration of applying the draft technique 
to mobilize workmen. 


PERSUASION and patriotism are being relied on at least 
for the initial stages of the conversion program. Decision 
to pay emergency unemployment compensation, or train- 
ing pay, to workers displaced by curtailment and conver- 
sion is a sample of the methods to be tried before resort 
to conscription. Purposes of the augmented compensation 
is to provide a practical incentive for workmen who accept 
training to fit themselves for jobs in war industries. 


SELECTIVE SERVICE system now is preparing to do the pre- 
liminary job of fact-finding and measuring the labor sup- 
ply and the labor requirements. Registration of skills is 
expected when the new military registration on Feb. 16 
is completed. The amended draft law now authorizes the 
President to order registration of every male between the 
ages of 18 and 65. 


EMPLOYMENT SERVICE probably will 
do the actual job of conscripting 
workmen if the step is ever neces- 
sary. So far there is no clear de- 
termination whether Federal Securi- 
ty Administrator Paul V. McNutt 
or Sidney Hillman, codirector of the 
Office of Production Management, 
will have the final voice in determin- 3 
ing policy for the Employment —Wide World 
Service. PAUL McNUTT 





7 
War Labor Board. Twenty men charged with finally culties in evolving a simple “yes” or “no” policy, there is 3 
settling all labor disputes for the reason to expect that decision on this issue will be left to 
duration have set up shop as a new War Labor Board. individual umpires. I 
Physically the new Board looks like the old Defense Medi- , 
ation Board, which it replaces and from which it has in- WAGE INCREASES: Pressure also on the Board for estab- re 
herited its major problems as well as a chairman and office lishment of a fixed pamey for determining the justice of pio) 
personnel. Actually the War Labor Board will rely less on — ee ae pct —_ . oe 
persuasion and more on the force of its authority. Arbitration ment aeeret septa ing a _—. ongress wants some = 
will be used frequently—whether the disputants want to control ee OH inflationary ee ee If the Board F 
celal aa aah formally adopts a set of principles to guide its arbitrators, Con 
prospect is that it will not differ greatly from a formula st 
PERSONNEL: Of the four public members of the new Board, worked out by Chairman Davis during the last weeks of ELE 
two are mediators primarily; two are experienced arbi- the Mediation Board. This formula, used to settle a wage C 
trators. The mediators are Chairman William H. Davis dispute involving the AFL Teamsters Union, provides: Tex 
and Dr. Frank P. Graham, both for consideration, first, of changes in cost of living and E 
holdovers from the old Board. The wage trends in competing industries, and, second, for giv- Wor 
arbitrators: Vice Chairman George ing proper weight to a company’s ability to pay. . 
W. Taylor and Wayne L. Morse. Dr. a Mis 
Taylor has been impartial umpire A FORECAST: The day the new Board was created, a fore- M 
under the General Motors-CIO con- cast of what could be expected from one of its character 
tract and under the CIO agreement was being made by Charles E. Wyzanski, Jr., a public 
with the hosiery industry. Dr. Morse member of the old Mediation Board, now a federal district ~ 
is impartial chairman of the West judge. His prediction: No board can last which decides | 
Coast longshore industry. Success or the closed-shop question without establishment of policy -- 
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Strikes 


Nine strikes and one lockout involving 
approximately 990 workers were reported 
jast week. Two important stoppages, those 
involving the Breeze Corp., at Newark, 
and the Ford Motor Co. River Rouge plant, 
were wildcat stoppages, quickly settled. 
The totals: 

7 CIO stoppages involving more 
than 542 employes. 

3 AFL stoppages involving more 
than 450 employes. 

In the list below, the figures in paren- 

theses are the approximate number of em- 

ployes involved in each strike. 

INVOLVING CIO UNIONS 

Auto WORKERS: 

Breeze Corp., Newark, N. J. (200) 

Ford Motor Co., Dearborn, Mich. 

CONSTRUCTION WORKERS: 

St. Louis Auto Parts & Salvage Co., St. 

Louis, Mo. (18) 

EvectricAL & Rapio WoRKERS: 

Columbia Machine & Tool Co., Philadel- 
phia, Pa. 

TexTILE WORKERS: 

Edna Cotton Mills, Reidsville, N. C. (9) 

WooDWORKERS: 

Linderman Box & Veneer Co. Eau 

Claire, Wis. (70) 

MISCELLANEOUS: 
Martin Band Instrument Co., Elkhart, 

Ind. (245) 


INVOLVING AFL UNIONS 


MetaL TRADES: 

Doyle Machine & Tool Co., Syracuse, 
N. Y. (250) 

TEAMSTERS: 

Six Trucking Freight Lines, South Bend, 
Ind. (200) 

MIscELLANEOUS: 
Seven Salvage Companies, Terre Haute, 
Ind. 


Overtime Pay Agreement 


Management and union representatives 
on the West Coast Shipbuilding Stabiliza- 
tion Committee have agreed on 24-hour, 
j-day-week operation for the shipyards. 
For the men, the agreement calls for a 48- 
hour, six-day week. Workers will be paid 
straight time for the first five days, time 
and one-half for the sixth. If due to 
emergency conditions any worker has to 
put in a seventh day, he is to receive 
double the straight-time rate. No premium 
rates or bonuses are to be paid for work 
on Sundays or holidays. 

The Navy Department, the Maritime 
Commission and the Office of Production 
Management advocate payment for en- 
forced idleness during blackouts. 


Closer collaboration between labor un- 
ions and Government employment offices 
isnow being sought under orders from the 
U.S. Employment Service. 

The policy contemplates the working 
out of arrangements among local employ- 
ment offices, employers and unions, under 
which the employer, or a union acting for 
the employer, will channel all orders for 
new workers through the employment 
office. In the absence of such an agreement, 
aly request for workers is to be turned 
over to the appropriate union, whose mem- 











bets will be referred to the employer. 
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ETERAN 


E is independent and proud, yet democratic and gregarious. He is 
| i the envy of the rest of the world, and its hope. He is generous and 
tolerant and peace-loving—and withal the most powerful man in the 
world. He is the American workman. 





His hands, accustomed to the feel of wrench and lever and gauge, may 
never have held a gun; his mind, trained to think in terms of tolerances as 
fine as 1/10,000 dt inch, may never have wrestled with a problem of 
military strategy; and yet he is the veteran of a thousand campaigns. 


His campaigns began in the laboratories, and his prowess was proved 
in the test pits of American industry. His battles were waged on the seen 
floor and in the field. His victories have helped to ne the citizens of 
the United States the most fortunate people in the world, and the U.S. 
the greatest nation on earth. 


In the plants of the General Electric Company, working with General 
Electric scientists and engineers, this man, the American workman, has 
made giant generators to light whole cities, X-ray tubes to penetrate the 
mysteries flame flesh and metal castings, radio and television appara- 
tus to project man’s voice and image through space over the mysterious 
waves of the ether. 


Today, in the gravest hour of world history, he is engaged in the 
greatest campaign of all. But there is serenity and confidence in his face, 
and the experience of a thousand campaigns behind him. He is sure of his 
own abilities, certain of his country’s future. General Electric Company, 
Schenectady, N. Y. 


GENERAL @& ELECTRIC 
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The March of ladustry — 
ROLE OF LIQUID-COOLED ENGINES 


Stepped-Up Production Gives U.S. Both Types of Airplane Motors 


Producers overcome late 
start to meet demands 
for U.S., British fighters 


Ill—Liquid-Cooled Engines 


Production of liquid-cooled aircraft 
engines in this country has overcome a 
late start, is today hitting fu!l stride. The 
work of several years has been crammed 
into a few months to cut down Europe’s 
head start in development and production 
of these sleek power plants. 

This means that the Army is getting 
volume deliveries of an engine it wanted 
badly a year ago—when that engine was 
held up on half-formed assembly lines by 
the “bugs” which accompany start of pro- 
duction on all new model engines. 

It means still more to military and avia- 
tion experts, who have long emphasized 
that both air-cooled and liquid-cooled en- 
gines should be developed to the maxi- 
mum. They look beyond the argument 
over relative merits of the two types. 

This argument reached fever heat a few 
years ago, when the Army returned to 
liquid-cooled models for most of its pur- 
suit ships. Backers of the liquid-cooled 
type argue that the superior streamlining 
possibilities of that engine, built with cyl- 
inders in line like those in an automobile, 
outweigh the air-cooled engine’s greater 
horsepower. Favorite reply of the air- 
cooled engine enthusiasts used to be: 
“There is no substitute for power.” More 
recently, they have added the claim that 
improved cowlings make streamlining of 
the radial air-cooled as good as that on the 
in-line models. 

Fact is that both types have their uses 
in modern aerial warfare. Lieut. Gen. G. H. 
Brett, chief of the Army Air Corps, states 
the Army’s position: “The Army is apply- 
ing both types of engines where they will 
be most effective and is taking maximum 
advantage of production facilities by buy- 
ing both types-as fast as they can be pro- 
duced.” 

Liquid-cooled engines power the Army’s 
deadliest fighters now in mass production. 
They have proved themselves in battle 
over the English Channel, over African 
deserts. A more powerful version of the 
same engine will supply an’ important 
part of the Air Corps’ expanded require- 
ments for fighters and interceptors. 
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LOCKHEED 


Today’s output rate eliminates one of 
the earliest, tightest bottlenecks in our 
military aircraft program. Only a year 
ago, American and British air forces were 
waiting impatiently for liquid-cooled en- 
gines; factories making desperately need- 
ed fighters were holding down their sched- 
ules to keep plane construction in bal- 
ance with the flow of engines. 

That flow has been stepped up more 
than 300 per cent during the last twelve 
months. New war plans call for a still 
greater output, as American-built planes 
stream out in ever-increasing numbers to 
the Philippines, the Indies, China and 
Britain. 

The orders will be filled by Allison Di- 
vision, General Motors Corp., and the 
Packard Motor Co., the only large-scale 
producers of liquid-cooled engines in the 
country. 

Both companies already are in full 
swing. Allison has reached capacity opera- 
tion with present facilities and Packard’s 
production is climbing daily. Back of 
these results are months of effort. 

Allison was the first to begin. Within a 
few months the engineers and _ factory 
managers of this company had solved in- 
tricate problems of development and of 
expanded production. 

Development. The liquid-cooled engine 
until recently had been the stepchild of 


INTERCEPTORS: BUILT LIKE A BULLET 


(Here each week appears a new kind of war co. M45 
respondence—a special report on the battle of pro. f 
duction. The story of how American industry is pro. 
viding planes, tanks, guns and ships in a rising 
flood is the story of how the war is to be won) 


the aviation industry. Water-cooled modek 
powered military airplanes of the World 
War period, but early in the ’twenties air- 
cooled engines began a _ steady march 
toward supremacy. By 1929, the Navy 
had almost standardized on the air-cooled 
engine, and the Army was shifting to it 
as its predominant type. 

Continued work by the Army and back 
ers of liquid-cooled engines in the industry 
kept alive the idea of a liquid-cooled typ 
for U.S. fighting planes. In April, 199%, 
the first model of Allison’s present engine 
passed the Army’s stiff “150-hour” test. 
An experimental order followed. Two 
years later Assistant Secretary of War 
Louis Johnson gave the first big orde 
for the Allison engine. 

Engineering: Allison engineers got 4 
two-ply job with this order. They had to 
shift the whole plant operation from @ 
experimental basis to a mass-production 
setup, and at the same time redesign the 
engine itself so parts could be fitted fo 
mass-output techniques—all in the spat 
of a few months. 

Mechanical difficulties: All the “bug 
accompanying a new product had to bk 
ironed out as the engines started dow 
the slowly forming assembly line. Results 
of tests were translated into minor change 
in parts and assemblies, the changes fitted 
into the production pattern. The proces 
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yas hastened by adopting a new system 
of continually proof-testing the parts; by 
getting fully equipped planes into the air 
quickly, to turn up other “bugs” so they 
could be overcome as fast as possible. 

Despite all efforts, the first run of en- 
sines gave trouble. Rated at 1,090 horse- 
power, they delivered for service only 950. 
But by early 1941 a fully acceptable en- 
gine was gathering speed along the as- 
sembly lines. 

"Design: Research and design depart- 
tors ments had to change models to fit the 
three airframe designs using the Allison 
engine, while carrying on research for a 
more powerful motor. 

Production. While getting designs off 
the drawing board and into assembly lines, 
Allison had to build feverishly to house the 
expanded production operations. 

Plant: The building program started in 
June, 1939, before formal contracts for the 
Army’s first big order had been signed. 
First addition provided capacity for 2,000 
engines a month. The second, underwrit- 
tn by the Anglo-French Purchasing 
Board, doubled that capacity. The third 
addition brought total manufacturing 
space to 1,200,000 square feet. 

Tools: Special-purpose machines, jig 
and gauge equipment had to be bought 
and installed from scratch. Automobile 
machine tools can be used on _ precision- 
built aircraft engines in few cases. For 
example, an auto engine connecting rod 
requires 20 machining operations; on the 
Allison engine rod, 97 are required. 

Materials: Special castings, unavailable 
on the market, were needed. Delco-Remy, 
another division of General Motors, built 
a five-acre aluminum foundry to provide 
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ing solid molds instead of the conventional 
sand molds, turns out engine blocks, cyl- 
inder heads and bell housing faster and 
more uniformly than the older method. 

Parts: The Allison engine has close to 
7,000 parts. Delivery of these had to be 
arranged many months in advance of ac- 
tual output. Parts and materials come 
from 65 other establishments, including 
the Cadillac Division, which turns out 250 
different items. Cadillac itself had to build 
and tool its plant from the ground up to 
provide these parts. 

Labor: The reservoir of General Motors 
managerial talent was available for Alli- 
son. Even so, large-scale training programs 
were necessary to expand the engine plant’s 
force from 1,700 employes early in 1940 
to close to 10,000 men at present. 

Packard. While Allison was struggling 
to get production started, the Packard 
Motor Co. was getting set to turn out 
Rolls Royce Merlins for British pursuits 
and interceptors. It has recently entered 
volume production, will reach originally 
planned capacity within a few months. 

Packard’s plant is built around the auto- 
mobile factory in downtown Detroit. Ad- 
ditions were started late in 1940, com- 
pleted on schedule ten months later. Pro- 
duction men there faced many of the same 
problems Allison had to 6. ercome. 

Nearly half a million square feet of the 
original auto factory was successfully con- 
verted to the engine project, but less than 
3 per cent of the machine tools could be 
utilized. The rest of the tools, numbering 
more than 3,000, were bought at a cost of 
more than $18,000,000. 

Packard had its own peculiar designing 
problem, also. Blueprints for the Rolls 
Royce were shipped from England, and 
some 2,000 of them had to be redrawn to 
jibe with American systems of measure- 
ment. The first nine engines produced from 
these plans were built by hand and ma- 
chine methods, to test American con- 
struction methods on the British design. 

Other types. Both the Ford Motor Co. 
and the Chrysler Corp. have experimental 
models of liquid-cooled engines in the test 
cells, but the engines are recent develop- 
ments, far from the production stage. Also, 
Allison has in development a 24-cylinder 
double V-12 capable of 2,000 horsepower. 

Allison engines are used in the Lock- 
heed twin-engined interceptor, the Curtiss 
P-40, the North American Mustang and 
the Bell Airacobra, which bulks large in 
the Army’s plans for the future. A 1,350- 
horsepower Allison will power the late- 
model Airacobras. Packard’s Rolls Royce 
Merlins are going mainly to the British, 
though some are allocated to late series 
of the P-40s. 

Possession of the Allison and the Pack- 
ard facilities for liquid-cooled engines gives 
the United States the only guarantee of 
supremacy in all phases of air power—the 
factories and engineering skills to provide 
both air-cooled and liquid-cooled engines 
on a mass-production basis. 
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_So Your Friends Won’t 


Forget You... 


| D2 gegen your business friends with the 


gift that won't let them forget you— 
a membership in Harry and David’s Rare 
FRUIT-OF-THE-MONTH CLUB! A great 
hit with everyone who knows good things! 
Nothing like it to insure good will and real 
appreciation, because it’s a constant reminder 
of your thoughtfulness. Especially good if 
priorities force you to neglect your regular 
customers, 


Club members get eight big boxes during 
the year, (starting any month). In January, 
Royal Riviera Pears, like nothing you ever 
saw or tasted before. In February, Golden Bear 
Apples, ditto. March, Rare Fruit Preserves. 
April, Goodies Box. July, Quetta Nectarines, 
sweet as honey. August, great big Oregold 
Peaches, the best ever. September, super-size, 
super-sweet Alphonse Lavalle Grapes, No- 
vember, Royal Riviera Pears. 

You can’t buy treats like these in any store. 
That's why they’re great for your friends, 
business acquaintances, your own family. 
Wonderful for Anniversaries and Birthdays, 
too. The whole 8-box series is only $19.85, 
express prepaid. Special 2-Box introductory 
ofter—Golden Bear Apples, Rare Fruit Pre- 
serves—only $5.50! Guaranteed to please or 
your money back. Subscribe today! Or write 
for our beautiful color folder telling all about 
the Rare FRUIT-OF-THE-MONTH CLUB 


and partial plans. 


at BEAR CREEK ORCHARDS 
Box 90A, Medford, Oregon 





PITTSBURGH... 


A Unique 
MORNING NEWSPAPER MARKET 


BECAUSE . . . Surrounding the A. B. C. City is the mos? 
densely concentrated area of cities and town of over: 
4,000 population in the United States. 


e PITTSBURGH e@ 


POST-GAZETTE 


WAT’L REP.—PAUL BLOCK & ASSOCIATES 
FIRST IN TOTAL DAILY CIRCULATION 





THE COUNTRY 
DOCTOR CURES 


PIPE SMOKING TROUBLES ° 





TRY THIS MILDER, RICHER BLEND! 


THIS SUPERB new blend does 
away with pleasure-killing bite, 
irritation and heat. Has excep- 
tionally mild, full-bodied flavor 
and fragrant aroma. Packs 


4 well, burns evenly, smokes cool. 
(If your dealer doesn’t have it yet, write Philip Morris 
& Co., Inc., 119 Fifth Ave., N. Y. 





A Product of PHILIP MORRIS 
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Search for $7,000,000,000 


Congress Weighs Sales Levy, Withholding Tax as Revenue Raiser; 


Legislators, facing elections, 
favor delay to gauge reaction 
of constituents to proposals 


Chief tax worry now confronting Con- 
gress appears to be this: What levies must 
be imposed to raise the bulk of the ad- 
ditional revenue needed? A sales tax? A 
withholding tax on income? Or a combi- 
nation of both? 

Corporate levies, it is generally agreed, 
will be increased. Probable tops for normal 
and surtax will be 35 per cent; for excess 
profits, 75 per cent. Lower exemptions for 
estate and gift taxes definitely are in 
prospect. Higher excise taxes on tobacco, 
gasoline, alcoholic drinks and other goods 
appear likely. Present loopholes undoubt- 
edly will be plugged in some cases, to yield 
up to $1,000,000,000 more annually. Indi- 
vidual income rates may be increased in 
the middle ($5,000 to $50,000) brackets. 


But these and other changes probably 
would fail, possibly by $3,000,000,000 or 
more, to provide the added $7,000,000,000 
in general taxes asked by the President. 

Where is the rest of the tax money 
coming from? The answer, in the minds of 
many Congressmen, boils down to this: 
A sales tax, a withholding tax, or a combi- 
nation of both. And Congress, on its own 
account and entirely apart from the Presi- 
dent’s ideas, is informally considering ex- 
treme measures, maybe not likely of en- 
actment, but certainly within the realm 
of possibilities. 

Two tax bills are in prospect: First, a 
general measure covering a wide range of 
taxation, and, second, a boost in pay-roll 
taxes under the Social Security program. 
The latter probably will not be taken up 
till the general tax bill is out of the way. 
This prospect may change, however, if 
the President urges a single bill for the 
entire program. 
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up your spirit .. 


Made since 1830 by Wm. Teacher & Sons, Ltd., Glasgow 


TEACHER'S | 
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The general tax increase, whatever jt; 
form, will affect everyone directly. 

The pay-roll tax increase would double 
or more than double, present heavy jn. 


posts on employers and_ workers, }y 
would affect stockholders, bondholders 
farmers and _ self-employed _ profession 


men and women only indirectly. 

Under the general tax bill: 

A sales tax is gaining House favor. Firs 
talk of a general manufacturers’ excix 
tax is being succeeded by discussion of , 
general sales tax to apply to everything 
Reason for this is that the manufacturer’ 
excise tax would yield relatively little; a 
rate of 10 to 15 per cent—regarded as tw 
high—would have to be imposed to obtain 
from $2,000,000,000 to $2,500,000,000 in 
revenue. 

Much more is needed. The general r- 
tail sales tax now under discussion con- 
templates a levy of 5 per cent on every- 
thing except food. Food would be taxed 
2 per cent. The 5 per cent levy would ap- 
ply to heavy goods and real estate as wel 
as to clothing, fuel, housewares and all 
other consumers’ goods at retail. On such 
things as tobacco, gasoline, jewelry, other 
items already paying excise taxes, it prob- 
ably would be an over-all tax. States levy 
over-all taxes on such items, for instanee, 
as cigarettes; the Federal Government 
might do the same. 

The 2 per cent levy would be applied 
to farm and imported products for the 
dinner table. 

Such a combination is estimated to yield 
$3,800,000,000 a year—more than half of 
the $7,000,000,000 asked by the President. 
But combination is an extreme 
proposal now being eyed by Congress. It 
does not appear in the proposals of Rar- 
dolph Paul, Secretary Morgenthau’s top 
tax adviser who is preparing the Treas- 
ury’s program. 

In his budget message, the President in- 
dicated reluctant acceptance of a tem- 
porary “manufacturers” excise tax.” That 
is far different from the general sales tax 
now under discussion. In reality, the lat- 
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ter is a consumers’ tax. The President 
may oppose it, might veto a bill embody- 
ing it. 

A withholding tax appears to be the 
only alternative big-revenue producer. 
Sentiment in the House is strongly against 
this at the moment; the Senate probably 
prefers it to a general sales tax. In effect, 
the sort of withholding tax now under dis 
cussion is a gross income tax. This is 
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another extreme proposal originating in 
Congress. It would be levied on wages 
and salaries, expected to aggregate about 
367,000,000,000 in 1942; on all dividends, 
$4,000,000,000 or more; on all interest 
payments, about $6,000,000,000; on rents 
and royalties, from $2,000,000,000 to $2,- 
500,000,000; on the self-employed, gross- 
ing an estimated $7,000,000,000 in 1942. 
> A 5 per cent withholding tax on this 
SEI income would turn more than $4,000,000,- 












000 a year into the Treasury. That is the 
ever jt: Tate NOW winning favor—without deduc- 
“B tions of any sort. It would be a straight- 
double @ out tax on gross income and its enactment 
vy im. almost certainly would be preceded by a 
rs, by: @ bitter controversy in Congress. Also, it is 
holden, @ out of line with Administration policy. 
ession) q Other withholding tax proposals, less 
harsh, would give taxpayers credit for per- 
sonal exemptions and dependents, tax net 
yr Firs: @ income only and would yield far less. 
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. . top tax adviser 
‘0 yield 
half of 
wre One proposal, by Senator George 
xtreme (Dem.) , of Georgia, chairman of the Sen- 
ess, ty *e Finance Committee, is that taxpayers 
f Ran- be allowed to defer part of their taxes until 
1's top after the war through the purchase of 
Treas- Government bonds to the extent of the de- 
ferred payment. Advantages of this are not 
lent in. § “lear, but the Treasury is considering it. 
_ om Another proposal, originating elsewhere 
” That @ 22d meeting with reported objections, 
les tax § WOuld have the Treasury collect 1942 in- 
he lat. § Come taxes monthly, beginning July 1, 
ostdea through a withholding tax. 


nbody- The general sales tax would be hidden, 

: to a large extent; the withholding tax 
be the § Would be clearly evident. At 5 per cent, 
oducer. the latter would loom large in every 
against transaction. Hence, the political desir- 
obably ability of a lower rate. A combination of 
effect, the two forms may result: A general sales 
ler dis 4“ Of 3 per cent, with exemptions for 
This is § °ettain foods, for drugs and for clothing 
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GOOD BUSINESS NEWS 


TIRED... 


with thanks 


HHREE YEARS ago, the Sennett Products Co.* was carrying a $167,000 
burden in the shape of an R. F. C. loan from Uncle Sam. 
The loan had been negotiated, and thankfully accepted at the time, because 
the company’s banking connections made the problem of financing difficult. 
Extension of credit was invariably accompanied by arbitrary restrictions that 
hurt. The R. F.C. loan even with its inflexible limitations, provided a more 
generous arrangement. 
As of December 31st, 1938, the balance sheet showed: 
NET WORTH $527,703.00 
WORKING CAPITAL 45,113.00 
GROSS SALES 566,118.00 


LOSS 15,342.00 
Then the Sennett Company discovered another route to financial freedom ... 
Open Account Financing. From some source... an accountant, a Commercial 


Credit advertisement .. . or another user of Commercial Credit Open Account 
Financing, they learned things that sounded promising. They wrote to have a 
representative call. The upshot was that on January Ist, 1939, they started 
cashing their receivables with Commercial Credit Company. 
See what happened in the next two and a half years. Figures tell the story. 
Dec. 31, 1940 June 30, 1941 
NET WORTH $ 511,560.00 $ 829,432.00 
WORKING CAPITAL 57,379.00 281,385.00 
GROSS SALES (12 mos.) 1,335,111.00 (6 mos.) 1,112,852.00 
NET PROFIT (12 mos.) 139,853.00 (6 mos.) 331,872.00 
Meanwhile, the $167,000 R. F. C. loan has been completely paid off. The 
company now has no liabilities other than current. 
= - 7 - 
Of all the difficulties that complicate business today, the problem of financing 
can be most easily disposed of. Instead of trying to arrange bank loans or 
other external credits, let your own assets, receivables and inventory, provide 
the cash you need. Write for a copy of the booklet, ““The Case of The Preferred 
Purchaser.” Address Commercial Credit Company, Dept. 1300. 


*A fictitious name, but the facts and figures, taken from our files, can be verified. 


COMMERCIAL CREDIT COMPANY 


"Non-Notification’’ Open Account Financing 
BALTIMORE 


BOSTON NEW YORK CHICAGO SAN FRANCISCO LOS ANGELES PORTLAND, ORE. 





CAPITAL AND SURPLUS MORE THAN $60,000,000 

















Making The 
Grade 


on Defense 


To “Keep ’Em Flying,” aircraft plants must rise on many a 
plot of ground. Speeding the process are big earth-movers— 
matched teams like this tractor and scraper with smooth-running 
controls of Yellow Strand Preformed Wire Rope. You've seen 
them, agile as fighter planes, leveling factory and camp sites; 
building airports, roads, dams and other pressing defense projects. 


On hoists, shovels and rigs of all types, Preformed Yellow 
Strand is helping material handlers make the grade. From its 
drawn-to-order steel wire they get strength, elasticity and tough- 
ness for round-the-clock operation. From the preforming they get 
flexibility . . . high resistance to fatigue . . . longer rope life that 
saves time, increases output, conserves vital steel and equipment. 


Because wire rope is indispensable to both Government 
and industry, our best efforts are devoted to squaring supply with 
demand. Now, as always, there’s no limit on cooperation by 
B & B engineers and distributors. Whatever your requirements 
in Preformed Yellow Strand and Yellow Strand Slings, we'll 
strive to serve you, within the framework of priorities and with- 
out compromising quality. 


BRODERICK & BASCOM ROPE CoO., ST. LOUIS 


Branches: NewYork, Chicago, Houston, Portland, Seattle. Factories: St. Louis, Seattle, Peoria 


YELLOW 
STRAND 


Preformed WIRE ROPE 


A Mainstay of Industry, Which Benefits You Through Its Service to 
GENERAL CONTRACTORS + PLANT ENGINEERS + ROAD BUILDERS * ROTARY DRILLERS 
LOGGERS + MINERS © QUARRY OPERATORS and OTHER INDUSTRIAL SERVANTS 











up to a low ceiling; and a low withholding 
tax, say 2 per cent. 

This combination is estimated to yield 
between $3,000,000,000 and $3,500,000 ,000, 

Sentiment in Congress is divided on the 
sales tax, the withholding tax and the 
combination. No withholding tax has ever 
come before Congress. Ten years ago the 
Ways and Means Committee reported g 
general manufacturers’ excise tax. It pro. 
vided a flat levy of 214 per cent on aq 
broad base, with provisions to minimize 
pyramiding, and covered all kinds of con. 
modities, including electric energy, build. 
ing materials, natural and artificial gas, 
clothing, machinery, tools, manufactures 
generally. It exempted articles on which 
federal excise taxes already were imposed, 
also dairy products, farm products (but 
it did not exempt cooked meats and 
poultry) , fertilizer, seeds, feed for livestock 
and a few other restricted items. 

Because of its limited exemptions, it 
was defeated. Whether the present. pro- 
posal, with no exemptions, would fare 
better is conjectural. 

In bald truth, Congress apparently js 
at its wits’ ends, doesn’t know which way 
to turn. The political factor enters largely 
into this situation; primary elections wil 
be held soon in some States, and in all 
before October. Out of this condition has 
developed the somewhat bizarre proposal 
that the Ways and Means Committee hear 
the Treasury’s tax program and _ then 
adjourn for a fortnight or so. During that 
period, public reaction to the proposals 
could be developed. 

This suggestion has gained in House 
favor. Such a course would enable Rep- 
resentatives, all of terms expire 
next January 3, to gauge the sentiment of 
constituents and to vote accordingly. 
Many prefer to have such a guide. 


whose 


"STAMP TRANSFERABLE 
WITH VEHICLE 

VON EE SX AKESS 5 
INTERNAL REVENUE 








—Acme 
DO YOU KNOW THAT 


All motorists must buy and have on their 
cars, by February 1, one of these new 
federal auto use tax stamps. It sells for 
$2.09 and is good until June 30, when a 
new $5 stamp must be purchased to carry | 
the motorist through the 1943 fiscal year. 
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ted 2201 M Street, N. W. 
al >» ZB e s Washington, D..C. 
“| pend of Annericam Business 
build- sana 
Bu. Out of Donald Nelson's choice as war production director will come..... 
which A gradual end to much red tape; a speed-up in Army-Navy contracting which 
posed; has been buried in legalism, in emphasis on protecting "Social gains." 
~~ An emphasis on war plant expansion regardless of peacetime effects. 
satel An end to buck passing; a centering of responsibility in one man who can 
be held accountable. Failure never could be traced in the past. 

ns, it A new leadership that is determined to get results, that is not very much 
- interested in arguments over labor-management power in this war period. 

are 
itly js All of the above is important. It means some shakedown of the vast and 
hh war complicated machine in Washington. It's to involve much streamlining. 
largely But: The really basic reason why industry's war production is going to 
ns will start to boom is this: There's little else for mass-production industry to do. 
ee: Industry's management, its research organization, its planning facilities, 
ropoed its machinery, all will be idle unless they turn to war work. And: Once they 
2c hear turn to the business of armament output, the results should be swift and great. 
| then Big problem right now is to get the orders into industry's hands; to get 
ha plans and specifications frozen long enough to permit fast fulfillment. 
oposals Then: Armament will begin to flow after a period of adjustment. 
, The question is whether the flood of U.S, arms will come in time; whether 
e Rep- the failure to have arms today when needed won't prolong the war indefinitely. 
expire 
nent of Outlook is not bright for dollar-a-year men in Washington. 





rdingly. Truman Committee in Congress is highly critical of these industrialists. 


Roosevelt never has been friendly to most of them. Donald Nelson is a bit cool | 
to many of the men who left industry to serve without pay or for nominal pay. 
Argument is that there is divided allegiance; that corporation executives 
working in Washington too often have served those corporations by providing the 
"know-how" in getting Government business, by influencing official policy. 
Such is the Truman Committee complaint. It may be enough to force a big re- 
casting of the administrative machinery here. That's in the wind. 








Businessmen need now to be making plans for their future labor supply. 

Army is to draw off 1,900,000 men between now and next January. The Navy 
and Marine Corps will draw off additional hundreds of thousands. 

And: War industries, now employing about 5,000,000 men on arms contracts, 
will be employing an estimated 18,000,000 by the year end. Result is going to 
be a tight labor situation that will grow tighter in 1943. It can't be dodged. 

Over-all labor supply outlook is about like this..... 

In 1941: A total working force of 55,400,000, made up of 44,000,000 in 
Civilian industries, 5,000,000 in war industry, 3,900,000 unemployed, 2,100,000 
in the armed services. Those are from official Government figures. 

' In 1942: Labor force may be increased 2,000,000 to 57,400,000, made up of 











a 32,400,000 in civilian industries, 18,000,000 in war work, 5,000,000 in the armed 
‘ils for services, 2,000,000 unemployed. That squeezes the civilian industries. 


hen o In 1943: Labor force may rise another 2,000,000 to 59,400,000, made up of 
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TREND OF AMERICAN BUSINESS-- (Continued) 








only 23,400,000 in civilian industry, 25,000,000 in war industries, 
in armed services, 1,000,000 unemployed. That's at the end of 1943. 

The squeeze on nonwar industry is going to be very great; is going to force 
employers to adopt many expedients to fill the gaps that will occur. 


10,000,000 





Two probable sources of labor supply are theSe.ecec. 
1. The very large number of women who normally are not employed, who may 





now be drawn into employment by attractive wages that will be offered. 
2. The large surplus of rural population in some parts of the country. 
Then: It's probable that older workers who normally would be retired will 
be retained and youths who might go on to school will tend to go to work. 
Fact is that the U.S. labor supply could be raised to 63,000,000 if the 
same proportion of the population would work now as in the last war. 
Difficulties of bringing jobs and workers together will be great. 








Every present prospect is that Roosevelt will just about have his way on 
price fixing; that Congress will agree to a basis for a ceiling on farm prices. 

It may be that Farm Secretary Wickard will get a veto over ceilings. Some 
such concession may be needed to get farm Support. But: His idea isn't to push 
prices steadily higher. He does want flexibility, just as industry would like 
and apparently hasn't the political power to demand and get. 

As a matter of fact: Wickard is selling Government-held corn at 75 to 85 
per cent of parity, wheat at 90 per cent of parity, cotton at parity. 

Argument is over whether Henderson as Price Administrator should be able to 
put on ceilings without first talking over the matter with Agriculture. 

Once that argument is settled, a new law is likely to be enacted. 











In the tax outlook at this preliminary stage..... 

Excess profits: Odds are heavy that Congress will insist upon retaining 
present optional method of determining excess profits credit; that corporations 
will still be able’ to choose between average earnings and invested capital base. 

Sales tax: Increasingly probable, but not yet sure. Most likely is a manu- 
facturers' excise, if any method is adopted, with food and low-cost clothing ex- 
empt. Yield: About $250,000,000 for each per cent of the tax. 

Withholding tax: Still the basis of Senate figuring, but not taking on in 
the House. Senate views most often prevail in final shaping of tax plans. 








Treasury's revenue estimates show that the Government expects industry to 
earn big profits in 1942, before taxes; that no profit slump is anticipated. 

In fact: Estimates, based upon probable rate of industrial activity. and up- 
on past experience, suggest a $16,500,000,000 volume of gross profits before 
taxes. That's a big rise from the $13,000,000,000 probable for 1941. 

But: Present taxes would take $7,300,000,000 from that total. Treasury 
plans for taxes would take away $9,300,000,000. Result even so would be a level 
of net profits about equal to 1941; would be a prosperous year for most business. 

Hardship is likely to center in smaller concerns; in industries that do not 
fit into the armament picture or that can't obtain materials. 








Some easing of regulations for rubber rationing is ahead. Taxis are to be 
the first to become eligible for rationing cards. Others may follow. 

Not that rubber is to becomie adequate again. It isn't. But present groups 
aren't likely to use up the available tires. 

Rubber for general use isn't yet in sight. Military needs are to be about 





325,000 tons; are even likely to rise above that level. 
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What you as a businessman CAN 
and CANNOT do as a result of federal 
court and administrative decisions: 








Conclusions ‘expressed in these 
paragraphs are based upon deci- 
sions and rulings of courts and 
Government bureaus. In making 
their decisions, courts and bureaus 
consider many facts which, for rea- 
sons of space, cannot be set forth 
in detail. The United States News, 
on written request, will refer inter- 
ested readers to sources of this 
basic material. 











YOU CANNOT avoid paying employes 
time and a half for overtime work, even 
though their wages are substantially above 
legal minimums, if a federal circuit court 
decision is upheld. The court holds that 
the Wage-Hour Law requires the time and 
a half pay on a basis of employes’ average 
hourly earnings, whatever they may be. 


* * * 


YOU CANNOT shift to the Govern- 
ment responsibility for errors or overpay- 
ments in performing a cost-plus-fixed-fee 
contract. The Comptroller General refuses 
to sanction one such contract which pro- 
vided for a War Department audit to be 
used as the basis for all payments. Er- 
roneous or improper payments will be 
withheld from the contractor or collected 
from him, the Comptroller General states. 


* * * 


YOU CAN probably continue to get 

plumbing, heating and electrical supplies 
through your usual wholesale or retail 
channels. The Office of Production Man- 
agement announces that adequate sup- 
plies are in prospect. 


* * ¥* 


YOU CANNOT export 1942 models of 
automobiles or trucks except to fill Gov- 
ermment or lend-lease orders. The Board 
of Economic Warfare has instructed cus- 
toms officials to refuse to clear such ex- 


ports. 
* * * 


YOU CANNOT continue to use lead in 
the manufacture of a new list of products 
published by OPM. Included on the list 
are automobile body solder, keels for pleas- 
we boats, foil, statuary and art goods, 
toys, golf clubs, saddles, ete. 


* * * 


YOU CAN soon get priority preferences 
more easily to fill your contract with the 
Government. Through Priorities Regula- 
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Mr. Dent makes headlines... 





WHEN YOU READ ABOUT A NEW DEFENSE WEAPON, you can bet that part of it is made 
of material developed by Harry M. Dent of North Tonawanda, N. Y. As pioneers in 
the field of plastics, Mr. Dent and his company, Durez Plastics and Chemicals, Inc., 
are responsible for hundreds of basic manufacturing improvements 






MASS PRODUCTION OF NAVY MOSQUITO BOATS was speeded by the development of 
waterproof plywood, using a new Durez adhesive. A new plant, started before the 
war, for production of phenol used in plastics, is another example of Durez initi- 
ative. For banking, Mr. Dent relies on the Marine Trust Company of Buffalo... 


Se ees eG Re : — 
“WE LIKE A BANK,” he says, “that looks as far ahead as we do!” One of the 
things that makes the Marine helpful to business men in all parts of the country 
is its affiliation with New York State’s nineteen other Marine Midland Banks. 
If you do business in this “world’s richest market,” the Marine can help you! 
MARINE TRUST COMPANY, 


BUFFALO, NEW YORK 


























“Wanted... 


2107 Friends in Latin America” 


lr AN AMERICAN BUSINESS MAN 
were to run an advertisement like this in 
tomorrow morning’s paper, what would 


be his chances of getting it answered 





immediately? 


Good. He’d get his answer from a bank!—The National City 


Bank of New York.* 


For the past 27 years National City has been building a com- 
plete banking service throughout Latin America. Some 2107 
people with service records aggregating 20,115 years are 
ready to serve you in the key cities of South and Central 


America and the Caribbean. 


FRIENDS? More than that. These men and women, of whom 
many are members of our Quarter Century Club, speak the 
language, are familiar with the customs, and know the trade 


conditions and opportunities in their respective countries. 


In the past 27 years they, and we, have accumulated knowl- 
edge, judgment and “know how” in respect to business in 
Latin America. This is at your service through Head Office 


and branches throughout Greater New York. 


* First United States national bank to open a branch in Latin America. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 WALL STREET Branches Throughout Greater New York 


~— -LATIN-AMERICAN BRANCHES - = 
ARGENTINA CANAL ZONE (Sub-branches) Puerto Rico 
ato a Balboa Cuatro Caminos San Juan 
Buenos Aires Cristobal Galiano Arecibo 
(Sub-branches) La Lonja Bayamon 
Flores CHILE — Caibarien Caguas 
laza Once Santiago Cardenas Mayaguez 
° se , Valparaiso Manzanillo Ponce 
wenaste Matanzas REPUBLIC OF 
COLOMBIA Santiago airman 
Brazi PANAMA 
RAZIL Bogota Panama 
Rio de Janeiro Barranquilla MExico ite. sce 
Pidiatiinine Medellin Mexico City oo . 
ontevideo 
Santos (Agy.) CUBA Peru VENEZUELA 
Sao Paulo Havana Lima Caracas 


Member Federal Deposit Insurance Corporation 


























tion No. 3, defense contractors can ¢. 
tend priority ratings to suppliers and sy}. 
suppliers by simply indorsing purchase gy. 
ders and need not await countersignature 
by Government officials. 


* * ” 


YOU CAN obtain sheet steel if you 
manufacture drums as containers for ex. 
port goods. OPM has issued a general 
preference order permitting the manv. 
facture and giving drum makers priority 
assistance. 


* * * 


YOU CANNOT make “premium or pen. 
alty” contracts in selling coal to cities o 
other subdivisions of States. The Bituni- 
nous Coal Division rules that contracts 
which provide for premium payments for 
better grades of coal than those ordered 
and penalties for lesser grades violate 
marketing rules of the Bituminous Coal 
Act. 


* * * 


YOU CANNOT, apparently, take ad. 
vantage of depletion deductions under fed- 
eral income taxes for brine recovered from 
subterranean deposits and sold in crystal- 
line form. A federal circuit court holds in 
the case of sodium sulphite so recovered 
that the substance is not a mineral nor 
is the property a mine. 


* * * 


YOU CANNOT avoid paying employes 
statutory minimum wages under the Wage- 
Hour Law if they work part of a week 
on material for local sale and part on 
material for sale in interstate commerce 
Under such circumstances, minimum wages 
apply on the entire work week, a federal 
district court decides. 


* * * 


YOU CAN now obtain price subsidies 
on copper, lead and zinc output if it ex 
ceeds production in 1941. The Metals 
Reserve Co. will purchase the metal 
produced under subsidy. 


* * * 


YOU CAN sell a growing list of im 
ported items only to Government purciias- 
ing agents. To the 14 items now covered, 
consisting largely of metals and_ rubber, 
OPM has added hides and skins, asbes- 
tos, rapeseed oil, coconut oil, copra, 
palm oil and tung oil. 


* * * 


YOU CAN get priority assistance 0 
defense housing projects only by apply: 
ing under the Production Requirements 
Plan of OPM. Ratings then can be e& 
tended to a builder or supplier. 

* * * 

YOU CAN get higher than ceiling price 
for yarn and cloth needed by the Am 
for special purposes, such as wind-resist- 
ing jackets. 
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«= Pooling of Hemisphere Resources: U.S. Aim at Rio... 


‘iv? Plans to Allocate Scarce Materials and Cargo Space 


Good neighbor policies are meeting their first LEADERS AT RIO War sacrifices by Latin-Americans are expect- 
or pen- real test at Rio de Janeiro. : ed in return for hemisphere 


ties er Hitherto good neighborliness was confined princi- sharing of raw materials. Curtailment of U.S. 
Situmi- pally to concessions from the United States. Now civilian industry is expected to be matched in some 
ntracts this country seeks dividends from neighbors in Cen- degree by curtailment of nondefense efforts by 
nts for tral and South America; wants friendship demon- neighbors. Instead U.S. is demanding speeded pro- 
srdered strated by solid defense; pooled resources, common duction of essential war goods—vegetable oils and 
violate wartime sacrifices by all American nations. fibers and rubber from Brazil; copper and nitrates 


from Chile; tungsten from Argentina; metals from 
Peru and Mexico; tin from Bolivia. 





s Col DEFENSE: Chief U.S. concern is to prevent Axis 
thrusts in Latin America; to stifle Axis sabotage 
in production. This country’s offer consists of 
ao a guarantees to defend neighboring territory. In 


ARANHA 
Brazil SHIPPING: Adequate cargo space to carry war ma- 
terials to the United States, industrial goods to 


Jer fed- exchange, the Army and Navy want the privilege Latin America remains a vital problem. Shipping 
od from of establishing air bases in Brazil, Colombia, situation became more acute with necessity of 
erved. Mexico and Central America; the use of naval maintaining long supply lines and convoys. This 


facilities in Uruguay, Argentina, Brazil, Chile, 
Costa Rica. Observers at Rio report a smashing 
American victory would do more to further U.S. 
hemisphere defense policies than any amount of 
diplomatic maneuvering. 


olds 2 country’s delegation at Rio is likely to insist on 
some form of hemisphere shipping pool, directed 
by the U.S. Maritime Commission. Available 
for the pool is Brazil’s merchant marine of 750,- 


000 tons and additional tonnage from Axis ships 


covered 
ral nor 








ARGENTINA: Chief holdout at Rio is Argentina. RUIZ-GUINAZU tied up in South American ports. 
mployes Other countries are lining up behind the United Argentina PRICES: Joint action by the U.S. and Latin-Ameri- 
e Wage- States. Nine have declared war, thereby assuring can governments seems to be required on price 
—s * ° : . « £ S § ‘ 
a week use of Central American bases; Mexico, Vene- controls. Trade balance has shifted to Latin 
part on zuela and Colombia have severed relations with America for the first time in history, flooding 
— the Axis; others —_ placing resources at U.S. many countries with dollars that provide a base 
we disposal. But Argentina wavers, hints at adopting for price inflation. Complaints have been lodged 
deral Ta ake =a ; 
i fe a modified neutrality. that U.S. exporters are taking advantage of the 


situation to skyrocket charges. 


U.S. STRENGTH: This country holds two aces in 


dealing with Argentina. First, the Argentine 





subsidies cabinet is unpopular with the people. Threat of Trade outlook for the long pull is improved. 
if it ex internal dissension hangs over the heads of Act- GUANI Board of Economic Warfare allo- 
‘Metals ing President Castillo and Foreign Minister En- Uruguay cations’ indicate the Government is aware of new 
» metals rique Ruiz-Guinazu. Second is trade. The United market possibilities in the hemisphere. Implied 
| States now occupies the position of being Argen- promise to deliver over 12,000,000 pounds of rayon, 
tina’s heaviest buyer and biggest supplier. Fur- =X for example, is an offer to increase this country’s 
ther, Argentina requires U.S. industrial products . prewar sales tenfold or more. Latin America’s rayon j 








t of im more urgently than this country needs Argentine market formerly was dominated by Japan. A similar 
purchias- wool and meat and metals. Prospects are that situation prevails in steel, which once came from 
covered, South America’s most powerful nation will swing Germany, Belgium or England, and in chemicals, 
1 rubber, into line before the conference closes. once supplied by Germany and France. 
s, asbes ALLOCATIONS: Parity with U.S. business is offered EMERGENCY POOL: Beneath the surface at Rio, 
|, copra Latin America in exchange for hemisphere soli- PADILLA U.S. delegates are working for a five-year emer- 
darity. Under Secretary of State Welles promised Mexico gency pool of labor and materials. Much hard- 
basic materials to keep Latin-American business fisted trading is going on, and out of the con- 
stance @ alive for the duration. The Office of Production ference may emerge many bilateral agreements 
by appl Management backed the offer with specific allot- \ with individual countries. Conversations already 
uirements ments of scarce materials for the first quarter of are under way with Peru and Mexico on tariff 
in be et 1942. Examples: 375,000 tons of steel; 3,300,000 concessions and plans to increase raw material 
pounds of rayon; varying amounts of industrial 4 @ output. Technical aid also is being promised to 
chemicals; $13,000,000 worth of farm equipment. 7 speed Latin-American industrialization, with 
Meanwhile the Board of Economic Warfare is | ‘ offers to train Latin-American students both in 
ling prices preparing a list of 110 essential commodities for 4d U.S. engineering schools and in U.S. industrial 
the Army Latin-American delivery. Maintenance of allo- —Acme photos plants. Trade agreements, customs unions and 
ind-resist- cations on a three-month basis assures continued SOLF y MURO other deals among South American governments 


co-operation with U.S. policies. Peru also are likely to develop. 
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Lite ww the Copuial 


























LEON HENDERSON 


No, gentle reader, this is not how to balance the budget 
but a picture of Price Administrator Henderson demon- 
strating how to keep one’s equilibrium in Washington, a 
feat with no hands that a lot of other persons of higher 
and lesser degree might do well to emulate. Next week 
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es . 
—Photo by Routt 


in this space we expect to show Fiorello La Guardia! 
(a) a sensational disappearance act or (b) walking th 
tightrope between two fires. Mr. Henderson, by the wi 
is here modeling that latest product of Yankee mechat 
cal genius, the gasless buggy or Ickescycle. 
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Lauchlin Currie, administrative as- 
jistant to the President,really is the central 
figure in the story of how American planes 
and American fliers turned up in Burma 
just in time to break up Japanese raids. 
Weeks ago the self-effacing Mr. Currie 
took the responsibility of recommending, 
and then pushing, the idea that American 
fliers be permitted to enlist voluntarily in 
Chinese service. It was a group of these 
volunteers headed for China who reached 
Burma at the critical time. 

* * * 

John Bankhead was acting strictly in 
character when he touched off a major 
intra - Administration 
row with his drive to 
give the Secretary of 
Agriculture a veto 
power over ceilings 
on farm prices. The 
Alabama Senator 
nearly always is pre- 
occupied with farm 
problems, especially 
those concerning cotton. Associates say 
that a remark about anything else simply 
interrupts his thoughts about cotton. 
Friends who some time ago nicknamed 
him “Parity John” say that he liked the 
title. 


—Harris & Ewing 


* * * 

Walter F. George, chairman of the 
Senate Finance Committee, doesn’t have 
to consult reference books as he thumbs 
through the nation’s biggest budget. Right 
after he came to Washington in 1922, the 
Georgian began to study taxes, and he 
has kept it up. Senator and Mrs. George 
these days keep an especially close watch 
o incoming mail. Their son, Marcus, is 
a Navy aviator. 

* ~ + 

Cyrus Ching, chairman of the new 
Management-Labor Automobile Commit- 
tee, has been in 
charge of industrial 
relations for the 
United States Rub- 
ber Co. for more 
than 20 years. Un- 
derstanding of the 
workingman’s 
lems isn’t 
hand with 
after farm work he 
draped his 6-foot 7-inch irame over the 
motorman’s controls of Boston streetcars 


prob- 
second- 


him, for pee 


while he studied law at night. Mr. Ching 


8 of Scotch ancestry and was born on 
Prince Edward Island, Canada. 

* * * 
_ Hubertus Van Mook, now in Wash- 
ington making more trades for the Nether- 
lands East Indies, is the man largely re- 
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sponsible for his country’s preparedness. 
Back in 1940 he swapped Indies rubber 
for American planes and guns. Later he 
handled negotiations which held off Japa- 
nese demands for oil and rubber. The big, 
blond statesman was born in Java. After 
attending European universities he studied 
a few months at Leland Stanford. 

' o 


| 





Robert P. Patterson, Under Secre- 
tary of War, working 12 hours a day on 
military procurement, solves the personal 
food procurement problem at lunch hour 
by joining the line in the War Department 
cafeteria. Close contact with the com- 
missary is nothing new to Mr. Patterson. 
He was on kitchen police duty in a Citi- 
zens’ Military Training Camp when noti- 
fied of his appointment as Under Secretary. 








PHOTO BY U.S. ARMY SIGNAL CORPS 


This war is fast on its feet! 


Sliding, swerving, leaping, an Army 
“Jeep” covers some fifty miles of 
rough country in an hour. Like 
much of today’s light, fast war equip- 
ment, it is built of sheet steel. 

The reason why so many “Jeeps” 
and other war cars are swiftly roll- 
ing off assembly lines today can be 
traced directly to the ARMco-invented 
continuous mill. 

Here a great 17,000- 
pound ingot is rolled 
into goo feet of sheet 
steel in less than 3 min- 
utes. This revolu- 
tionary process is now 
serving the nation well 
in its most perilous hour. 





Most of Armco’s production is be- 
hind America’s drive to Victory. 
Trucks, combat cars, parts for war 
planes and ships, drainage for air- 
ports, mess equipment and land 
mines are a few of the many uses. 
Almost 20,000 Armco workers are 
laboring “round the clock”’ to pro- 
vide the many special kinds of iron, 
steel and stainless steel 
for America’s prodig- 
ious war effort—steel 
for America today so 
there will be Americans 
to use it tomorrow. The 
American Rolling Mill 
Co., 521 Curtis Street, 
Middletown, Ohio. 
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Lend-Lease Scores for Chinese . . . Alien Property 
Post for Leo Crowley? . . . Australia as a U.S. Base 


The fact that the new production di- 
rector is not a member of the Presi- 
dent’s cabinet will be no handicap to 
him. The Cabinet plays a steadily 
diminishing role in the war effort, and 
anyway Donald Nelson attends Cabi- 
net meetings. 


x k * 


Leon Henderson, price controller and 
leading New Dealer in the war or- 
ganization, is the man most respon- 
sible for promoting Donald Nelson at 
the White House. When Vice Presi- 
dent Wallace, as chairman of the now 
defunct SPAB, became sold on Mr. 
Nelson, the President acted. 


xk k * 


As a lieutenant-general, William 
Knudsen will be spared the embar- 
rassment of serving in OPM under 
Donald Nelson, as boss, after pre- 
viously having served over Nelson as 
his boss. The question of who is boss 
of whom in official Washington has 
been one of great importance and un- 
certainty. 


xk * 


A factor of growing importance in the 
administration of this country’s war 
effort is the fact that President Roose- 
velt will go to almost any length to 
avoid hurting the feelings of a friend. 
At the same time, he is very slow to 
give responsibility to any man who 
ever has opposed him on an impor- 
tant issue. 


xk * 


Mrs. Roosevelt was first to reveal in 
a public speech, which was censored 
after delivery, that the White House 
was dissatisfied with the way William 
Knudsen was directing the arms pro- 
gram. President Roosevelt then took 
occasion to praise Knudsen privately, 
and the change in leadership soon fol- 
lowed. 


* *& & 


Mr. Roosevelt acted quickly in mak- 
ing his choice of a production director 
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when he was advised that Senator 
Truman’s committee investigating de- 
fense was about to release a report 
highly critical of the OPM. 


x *k * 


It is probable that dollar-a-year men 
will be asked to sever their corpora- 
tion connections and accept salaried 
Government jobs if they are to hold 
important positions in the Nelson or- 
ganization. 


* & & 


Mr. Roosevelt, not Jesse Jones, re- 
sisted the idea of building large-scale 
synthetic rubber plants until Japan 
moved into Malaya. The reason was 
that he objected to creating a big new 
industry that would demand tariff 
protection after the war and also ob- 
jected to shutting off a big market 
for one of the products on which 
the Netherlands and British empires 
thrive. 


x*x*k 


The President is very insistent that 
many safeguards be thrown about the 
office of any man chosen to serve in 
what in the last war was that of Alien 
Property Custodian. This time there 
is $7,000,000,000 worth of property to 
administer, including many important 
industries. Inside word is that Leo 
Crowley, who administers the Federal 
Deposit Insurance Corp., will get the 
job of handling alien property. 


x kk 


The Army is insisting that all produc- 
tion of armament be pooled for distri- 
bution to the points of greatest need, 
without the formality of lend-lease 
procedure. Lend-lease operation in- 
volves much paper work, which is a 
red-tape factor. 


x kk 


Australia expects to become increas- 
ingly well acquainted with Americans 
as this war goes on. The Australian 
North Coast is particularly well suited 
as a base of operations if Japan con- 


tinues to make gains in the Dutch 
Indies. 


x k 


A major reason for the Chinese vic. 
tory over the Japanese Army af 
Changsha is found in the fact that 
Chinese troops for the first time had 
some light artillery, most of it from 
American lend-lease stocks. 


x *k * 


Leon Henderson’s price administra. / 
tion made a vital price-fixing decision | 
on the basis of a conference with an 
official in Claude Wickard’s Depart- 
ment of Agriculture who really doesn’t 
speak for the Secretary of Agriculture. 


ek 2 


One reason why there is such con 
fusion in Washington right now is that 
many Officials are not quite sure of the 
authority, or even the names of the 
persons with whom they are doing 
business. One official, after an impor- 
tant conference, called up to learn 
the name of the “man who looks like 
a horse” who had entered into an 
agreement with him. 


* & ® 


Wendell Willkie was put on the spot 
by President Roosevelt in such a way 
that he could not give an offhand 
refusal to the request that he serve 
as one of a number of umpires in la 
bor disputes. Word that Mr. Willkie 
would serve had been passed out be- 
fore the place was offered. The former 
Republican candidate for President 
gave grudging acceptance, then recon- 
sidered. 


2 2 @ 


Censorship of radio and newspapét 
weather forecasts allowed the coldest 
spell in the history of the Far North 
west to sneak up on fruit growers i 
that area. Shrubbery was flattened; 
ice-laden limbs fell from trees. Bulg 
weather information is valuable to 
enemy and neither newspapers not th 
radio carried word of the coming @ 
wave. 
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